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REVIEW 


N2@ so long ago there was a frightening 
hue and cry about cooperatives and what 
they were going to do to the American system 
of distribution. Now an examination of the 
cooperative movement indicates that far from 
running away with the ball, the movement 
is not doing more than 1 or 2 per cent of 
the country’s total retail business. Why? 
For one thing, American co-ops have been 
up against harder competition in the coun- 
try’s existing retail outlets than were the 
co-ops of Europe. And for another, Ameri- 
cans proved to have “little conception of the 
philosophy and social significance of a con- 
sumers’ movement.” But business men should 
not miss the significance of the experience 
of the consumer movement. See page 295 
(Cooperatives in the U.S.—A Balance Sheet). 


McCormick & Company, Inc., of Baltimore, 
(multiple management) has worked 
hard to develop versatility in its employees so 
that its employment will be stabilized. The 
plan has enabled the company to keep all its 
people working full time, at full pay, even 
during the recession. Girls doing production 
work are employed in the office when things 
are slow in the plant, and young fellows en- 
gaged in the factory are sent out on the 
road to work with the sales crew when factory 
work is slack. (48 Weeks at 40-Hour Pay) 
page 301. 


Becest question-mark in the union move- 
ment has always been the white-collar 
group. Will white-collar workers unionize? 
That has been the question for many months. 
Some of them have already organized. These 
have been the workers in such industries as 
publishing, advertising and nursing. Now 
the A.F.L. is pushing its work with the white 
collar group and pushing hard. See page 
297 (White-Collar Unions on Their Way). 


Nore some changes in the set-up of this 
issue of THE MANAGEMENT Review. Note 
in particular a section on questions-and- 


answers on management practice. You will 
no doubt have some reactions to the changes. 
Good or bad let us hear about them. 





Current Comment 


MANAGEMENT, REAL AND UNREAL 


N EARLY every working person 
has his eye on some kind of a managerial job. Whatever it may be, 
it is looked forward to because it usually means progress and better 
compensation. Common observation tells us that the man who can 
successfully handle any kind of an organized group operation is the 
better-paid man. Also, that he draws compensation relative to the 
size and complications of the business operation for which he is 
responsible. 

It is a fair assumption that to be a “manager” or “executive” of 
some sort is the natural ambition of nearly everyone. Practically 
everyone is likely to take it for granted he is qualified for the respon- 
sibility. However, this idea must be immediately discounted to the 
extent that very few have ever given the problem of being a manager 
and the duties of management a moment’s thought or study as dis- 
tinct from the problem of becoming expert at performing some kind 
of necessary daily duties. 

In addition, there are always a number of persons who carry 
either the title or the responsibility, or both, who have never realized 
the essential difference between doing and managing—who have no 
definite idea of what management means—and who have never pre- 
pared nor equipped themselves for it. 

The urge to be a manager because it gives authority (as a “boss’’) 
and adds to income, leading to the satisfaction of both ego and 
pocketbook, is too often founded on mere desire. The question is 
the same with this as it is in connection with any other form of paid 
work. What special personal equipment is offered? What has been 
done in preparation? What evidence is there that the wish has any 
real force or power? Has it led to constructive thought, study or 
action? Have the duties, responsibilities and purposes of manage- 
ment been considered and defined? Have effective means of accom- 
plishment been planned? 

The answer to the problem can be summed up in the word “add.” 
The executive must be a builder. If he takes the responsibility for 
the problems of business and the work of other men, the issue is 
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clear-cut. He must add to the situation that which does not exist in 
the work of the individuals without his authority and direction. 

Business and credit records show the average new business will 
fail within a few years (the average life of most businesses is 10 
years or less), and the specific reason for failure of about 35 per cent 
of such failures is poor management. 

No one knows how many of the other causes of failure, such as 
lack of adequate capital, over-extension of credit, and other weak- 
nesses, would have been avoided or minimized by good management. 
On the very face of it, most of these conditions would not be per- 
mitted to exist. 

There is rarely ever enough capital to offset bad management, 
which rapidly dissipates it in every direction without proper con- 
sideration and with no satisfactory and profitable result. But the 
business world is full of examples of good management building up 
profitable businesses with what appears to be insufficient capital. 

Strictly aside from outright good or bad management, the credit 
statistics do not show the percentage of inefficient, purposeless man- 
agements, just good enough to get by—living by grace of the fact 
that better management is difficult to obtain or not to be had at all 
within the means of the business—living on the fat of their business, 
showing slim profits in figures and real losses in lack of sound 
physical improvement and business development—looking good by 
a very narrow margin only in an upward business cycle with every 
economic force working in their favor, and at the same time rotting 
at their foundations—taking the cream during prosperity and letting 
the creditors worry during adversity. 

Eliminate all the individuals who have neither the desire nor the 
capacity to perform any task well—those who have no real ambition 
or urge for improvement beyond wishing for something they are 
not equipped or prepared to pay for with personal effort and ability 
—all the way up through those who have opportunities for respon- 
sibility and fail them—those who seem to have all the necessary 
requirements but when put to the practical test cannot make good— 
and those who acquire some kind of an executive responsibility and 
hang on to it without really being successful at it—and it is easy to 
see that the number of people remaining as possibilities for real 
executive responsibility is not large. In that very fact is pictured 
executive opportunity. 


JoserH M. DoncE, President, 
_ The Detroit Bank 
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General Management 


The Man with the Machine 


ACHINES are displacing men in 
the wheat belt, in the corn and 
sugar-beet fields, in the fruit 

orchards on the West Coast, even on 
the truck farms of New Jersey and 
Florida. During the last decade they 
have improved in efficiency and de- 
creased in price. Large landholdings 
adapted to tractor culture have multi- 
plied. Payments for crop reduction 
have enabled farmers to invest in ma- 
chinery. 

In the crop that mechanization has 
swayed most completely, wheat, is 
found the pattern that may be repeated 
in the mechanized harvesting of cotton, 
corn and sugar beets: mechanization of 
pre-harvest operations gradually ex- 
tended to harvest operations. 

Tractors and auxiliary equipment 
are already taking the place of tenants 
in pre-harvest work. Use of tractors 
increased about 24 per cent in the 
United States as a whole between 1930 
and 1937; it increased 88 per cent in 
the 10 southern cotton states. A planter 
in the Mississippi Delta recently bought 


22 tractors and 13 four-row cultivators 
and let go 130 of his 160 cropper fam- 
ilies. 

In the cotton fields of Texas, Ar. 
kansas, Oklahoma and the southeastern 
states, the threat of the cotton-picker 
hangs over sharecroppers and renters. 
Slight additional improvements in eith- 
er the picker or ginning machinery will 
spell disaster for approximately a mil- 
lion tenant and cropper families in the 
cotton regions. 

The cotton-chopper is also being 
steadily improved. One _ successful 
company asserts that its chopper will 
allow one-half more cotton per acre, 
and claims that “one man and a chop- 
per will do the work of ten hoe hands.” 

The United States ordinarily harvests 
as grain about seventy million tons of 
ear corn. It takes thousands of men 
six to eight weeks to harvest this corn, 
a total of two hundred and fifty million 
man-hours. By machine, only one 
fourth as many man-hours are neces 
sary. Labor requirements to produce 
an acre of corn dwindled 20 per cent 


* For publishers’ addresses or information regarding articles or books, apply to AMA headquarters 
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36. 

Labor requirements per ton of beets 
have declined more than 20 per cent 
since 1914. Beet lifters have had a 
steady sale of a thousand or more a 
year since 1926. The beet harvester 
can cover an acre of beets in two hours 
—an operation requiring 40 hours of 
manual labor. 

Already there are 236 unemployed 


Music — For More 


OME years ago the Latz Advertising 
Service of New York was swamped 
with such an avalanche of orders 

that getting the work out on time seemed 
hopeless even with a force augmented 
to 500 girls. After several sleepless 
nights, the manager decided on ‘two 
plans: a bonus for individual records, 
and—believe it or not—music. The girl 
typists, inserters and letterers were to 
be treated to periodic doses of the 
heavenly muse throughout the work 
day. 

Results exceeded even sanguine ex- 
pectations. Production was stepped up 
20 per-cent. When the mass of rush 
orders was completed, the bonus was 
withdrawn, but the music made such a 
hit it was retained. With music, pro- 
duction has been maintained from 7 to 
10 per cent above normal. 

British munitions works, auto plants, 
knitting mills, chocolate and cigarette 
factories are going for the idea. Cigar 
makers of Cuba, who formerly em- 
ployed readers to mitigate the tedium 
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farmers available for every 100 farm 
laborer jobs offered by our semi-mech- 
anized agriculture. For the displaced 
tenants the future is black. The expan- 
sion of companies manufacturing farm 
machinery cannot possibly take in the 
hundreds of thousands thrown out of 
work. They remain a surplus labor 
supply, landless, homeless. By Vir- 
ciIntA CocaLis. Survey Graphic, Aug- 
ust, 1939, p. 475:3. 


Profits in Industry 


of their tasks, now have music from 
loudspeakers. Factories in South Amer- 
ica that do not employ musicians to 
play during the grind are outlawed— 
no music, no work. Longshoremen on 
Brooklyn docks are now kept healthier 
and happier as they load their ships. 
And where it has been possible to syn- 
chronize the work rhythm to music, 
unusual results have been noted. 


Elsewhere in this country music is 
finding its way into factories, offices, 
stores, and on a cost basis, is paying its 
way by boosting morale, lessening 
boredom and fatigue, and actually 
making more energy available to the 
workers. 


Through experiments it has been 
found that music affects both body and 
mind. Fast, lively selections whose 
tempo is above the normal heartbeat 
tend to raise respiration, pulse and 
blood pressure as well as to aid metabo- 
lism. There is some foundation to 
Voltaire’s crack that opera is good for 
the digestion. On the other hand, selec- 
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tions whose tempo is below the normal 
heartbeat tend to lower pulse, respira- 
tion and blood pressure. Therefore 
we have two broad and basic uses for 
music: we can use it to stimulate and to 
relax. Music therapy is now being 
applied to both these purposes in hos- 
pitals. It is especially useful in calm- 
ing hysterical patients. As for our 
minds, music will change undesirable 
moods to desirable ones and definitely 
relieves boredom caused by monoto- 
nous work. 

When to use music throughout the 
work day? This depends on the type 
of worker and the kind of work. Some 
firms provide music at periodic inter- 
vals all day, as with Muzak installa- 
tions. Music is subdued and kept in 
the background; no singing or words 
are used. On the other hand, packing 
and shipping workers in New York 
found all-day phonograph music unsat- 
isfactory. They developed a deaf spot 
to it, so they have it four times a day. 

The fatigue curve of workers dips 
lowest about 11 o’clock in the morning 
and four in the afternoon. Most firms 
use music at these times, as does A. C. 
Gilbert of New Haven. Practically the 





entire Gilbert factory of 1000 workeis 
is equipped for sound. It is piped in 
twice a day for half-hour periods. In 
other factories machines are stopped 
twice daily for 15 to 20 minutes, as in 
the Ware Manufacturing Co., of Ware, 
Mass. 

Phonograph records are found to be 
most satisfactory in the majority of 
sound systems now in use. Some have 
radio, but it is not so effective since 
the right kind of program is not always 
available. 

Music is but one of the uses for 
sound systems which help to improve 
personnel relations. There are others. 
Paging, for instance, can be done very 
satisfactorily this way. And instead 
of issuing bulletins or printed notices, 
the manager of a plant can speak to his 
entire force at once. This makes fac- 
tory relationships more personal. 

Sound installation is coming to in- 
dustry as sure as day succeeds night. 
Given the right application of music 
to specific working conditions, profit- 
able results to employer and employees 
are certain to follow. By Doron K. 
Antrim. Connecticut Industry, July, 
1939, p. 4:2. 


Profits and Refunds of Cooperatives 


ABOUT four-fifths of the retail cooperatives reported profits in 1937, while about 
one-fifth suffered a loss. The oil “co-ops,” because of their greater margin of 
profit, made the best showing and returned the most to their members in patronage 


refunds. 


In retail stores the refunds usually were between 2 and 6 per cent. 


In the oil “co-ops” they ran from 5 to 11 per cent of the total sales. In 1936 the 
average refund per member in the stores was $13.42; for the oil “co-ops” it was 


$13.87. Slightly less than half the cooperatives made refunds. 


In most of the 


other “co-ops” the members voted to withhold their earnings in order to provide 
additional working capital to purchase new buildings or equipment or stimulate 


educational activities. 
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Cooperatives in the U. S. — A Balance Sheet 
N countries like Finland and mittedly has been hampered by poor 


Sweden, cooperatives do from an 

eighth to a quarter of the total 
retail trade. In the United States, 
however, the sales for all consumers’ 
cooperatives in 1938 probably did not 
exceed $500,000,000. Total retail sales 
for 1938 are not available, but they 
were 49 billion dollars in 1929. This 
would indicate that cooperatives are not 
doing more than 1 or 2 per cent of the 
total business of the country. The 
ratio is much higher in farm areas, 
and at least 12 per cent of all farm 
purchasing is done through farmers’ 
cooperatives. 

A number of reasons have been sug- 
gested why the cooperative movement 
has not flourished in the United States 
to the extent that it has elsewhere. In 
the first place, competition is more 
severe than in some other countries. 
The system of retail distribution in 
Europe, where the cooperatives have 
been particularly successful, is gener- 
ally inefficient and in some regions 
almost archaic. Even today, “mul- 
tiple” stores are strong only in Eng- 
land; much of the trade elsewhere is 
in the hands of small, inefficient units 
which cannot undersell the coopera- 
tives. Among the special handicaps 
that American cooperatives must face 
are the competition afforded by the 
American chain store, with its econ- 
omies of bulk buying, and the difficulty 
of coping with magazine and radio 
advertising for trade-marked brands 
not carried by the cooperatives. In 
addition, the cooperative movement ad- 
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management and internal strife. But 
leaders of the movement also lay 
blame on insufficient capital and on 
the fact that Americans have “little 
conception of the philosophy and 
social significance of a consumers’ 
movement.” 

In general, the consumers’ coopera- 
tive societies have been most success- 
ful in the distribution of food and—in 
this country particularly—in the sale 
of gasoline and oil, fertilizers, feed, 
seeds, and other supplies for farmers. 
There are other services in which 
many economists feel voluntary co- 
operation to be out of the question. 
This would apply particularly to the 
railroads, the water supply, or the utili- 
ties, where overlapping would be ex- 
tremely undesirable. Where a large 
amount of capital is required, as in the 
steel and automobile industries, con- 
sumers’ cooperation would be ex- 
tremely difficult under any circum- 
stances. The cooperative idea becomes 
more difficult to apply, moreover, in 
the case of large department stores 
where tens of thousands of consumers 
are involved. True democratic control 
is essential for the integrity of the 
movement, but this becomes difficult if 
the organization is too unwieldy. 

Even the heartiest supporters of co- 
operatives would have to admit that 
they have not yet fully arrived. Never- 
theless, given efficient management and 
a solution of its labor difficulties, the 
cooperative movement may be expected 
to undergo a rapid growth in the 





United States. Such advantage as the 
American chain store has enjoyed has 
been largely if not completely lost as a 
result of recent price-maintenance laws 
and anti-chain-store legislation. 
Statistics indicate that the ratio of costs 
to sales is now as low in the consumers’ 
cooperatives as in the chain stores. A 
study by the Harvard Graduate School 
of Business Administration shows that 
‘the costs of “co-op” food. stores are 
about the same as those of privately 
owned stores, but that the expenses of 
cooperative general stores are about 4 
per cent less than those of private 
stores. 

The widely advertised idea that the 
cooperative movement represents a 
“middle way” between Communism 
and Fascism appears to have captured 
the imagination of large sectors of the 
population that had previously shown 
little interest in cooperation. Never- 
theless, many people will doubtless 
remain hostile or indifferent. Small 
merchants and business men are likely 


to oppose the cooperatives even though 
it is not clear that they have ever been 
seriously injured by cooperative enter. 
prise. The wealthy will not be inter. 
ested because the savings will seem 
relatively unimportant. And it will 
prove difficult to enrol any consider- 
able number of the very poor who 
have been so demoralized by poverty 
that they have no desire to save and 
no knowledge of how to go about it. 
Finally, there will doubtless be large 
numbers of middle-class Americans 
who will not wish to break from their 
established habits of consumption. The 
difficulty of getting participation from 
these groups may prevent the complete 
fulfilment of the cooperative ideal, but 
it will not prevent its growth. The 
movement has already demonstrated 
tremendous vitality and has shown that 
within certain areas—yet to be fully 
defined—it meets a genuine need. By 
MAXWELL S. Stewart. Pamphlet No. 
32, Public Affairs Committee, Inc., New 
York, 1939. 32 pages. 10 cents. 


Death Is Big Business 


(UABANTEED at least 1,500,000 bodies a year, the enterprises which bury the 
dead have become a $500,000,000 industry enjoying a measure of stability 
not found in most businesses. The 35,000 undertakers, casket manufacturers, 
monument makers, cemetery proprietors and crematists serving the country are - 
assured by the vital statistics charts that there will be an average of one death in 
each family every 12 years. They know, too, that each death will bring the 
industry an average. of $350, complete from embalming to interment and tombstone. 

There are periods of months or even years when people die at a slower rate 
than they do at others. The death rate falls after a depression because people are 
forced by reduced incomes to live more moderate lives. Prosperity has the opposite 
effect. As a result, the undertaker and his colleagues have their depressions, too, 
although it hits them about two years after the rest of the country. It takes that 
long, particularly when depressions stretch out over a period of years, for. saner, 
more moderate living to translate itself into a lower death rate. 

As in all callings, undertakers claim that the field is overcrowded, that there 
are today only 53 funerals a month per undertaker, as against 71 during the 
“good old days.” 

—Current History 
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Office Management 


White-Collar Unions on Their Way 


HITE-COLLAR unionism, that 

hard-to-figure phenomenon of the 

depression era which slips along 
behind the organization of mass-pro- 
duction workers like a motor boat fol- 
lowing a battleship, is on the go again. 
Last month a group of American Fed- 
eration of Labor unions in New York 
City announced a joint drive to organ- 
ize department-store employees of all 
classes. Last month also, a Congress 
of Industrial Organizations union put 
into operation a.contract covering the 
Pittsburgh agents of one insurance 
company, and has followed this up by 
announcing the affiliation of 400 North 
Carolina agents who previously be- 
longed to an A.F.L. union. These are 
only two of many straws that point to 
renewed activity. 

In its attack on the New York depart- 
ment stores, the A.F.L. takes a leaf 
from the C.1.0. handbook of horizontal 
industrial organization. It intends to 
go after sales clerks, elevator operators, 
maintenance employees, office workers, 
warehousemen, shipping clerks, and all 
other workers, group by group. And 
there’s no gainsaying the fact that the 
Federation has already put together 
strong unions of elevator operators, 
warehouse workers, and transportation 
men, 

Thus far, neither of the big labor 
federations has a great deal to boast 
about in what is called the “white 
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collar” field, but they have shown 
enough progress to make business man- 
agement very thoughtful. Since the 
C.I.0. started three years ago to affili- 
ate “all who work with hand or brain,” 
the percentage of unionized white-collar 
employees has doubled. But of the 
possible 8,000,000 eligible non-manual 
workers, about 93 per cent are outside 
the unions. 

The 1938 reports credit the white- 
collar-unions in the A.F.L. with 359,- 
200 members, and in the C.I.0. with at 
least 204,921. In addition to these 
unions, there are a number of “inde- 
pendents” which must be counted as 
white-collar groups. There are also 
numerous local unions of office workers 
here and there throughout the country 
which hold franchises direct from 
C.1.0. or A.F.L. headquarters but are 
not affiliated with any of the big inter- 
nationals. Added all together, the 
white-collar unions in America can be 
fairly estimated to represent approxi- 
mately 600,000 workers. 

Perhaps more impressive than num- 
bers to the man on the street is the 
scope of white-collar unionism. There 
are unions—and vigorous ones—for 
lawyers, magazine and newspaper 
writers and advertising men, for nurses, 
engineers, chemists and teachers. Such 
union members are highly-educated, 
articulate and forceful. 

White-collar organization has pushed 
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forward most vigorously in those in- 
dustries where eligible employees are 
numerically predominant. Factory of- 
fices are generally not considered a 
fertile field for recruiting. In the fac- 
tory, the feeling that the white collar 
is superior to the overall—that class 
prejudice on which white-collar organ- 
ization drives have frequently foun- 
dered in the past—is apt to militate 
against a successful campaign. 

Office workers’ unions, whether 
C.1.0. or A.F.L., usually ask for closed- 
or union-shop agreements with auto- 
matic renewal each year unless either 
side requests changes within 30 days of 
the expiration date. The most common 
demands are for arbitration of griev- 
ances, vacations, sick leaves, two weeks’ 
dismissal notice, and promotion by 
seniority plus merit. 


Officials of the Office and Profes. 
sional Workers of America say that 
only four out of each 100 applicants 
are able to pass the requirements for 
membership in the 65 specially-skilled 
divisions of office work. However, the 
union has classifications for general 
clerical help. 

Despite the fact that white-collar 
unions aren’t impressive in numbers as 
yet, close students of the labor move. 
ment take the unionizing efforts very 
seriously. Continued uncertainty about 
job tenure, plus the fear of being “left 
out of things” if manual workers get 
the larger share of earnings, are the 
mainsprings of the movement, and they 
are only a little less powerful today 
than they were in the depth of the 
depression. Business Week, August 19, 
1939, p. 30:7. 


Getting Employees to Read Handbooks 


"THOUGH many companies go to considerable expense to issue booklets defining 
policies and regulations and outlining employee activities, workers sometimes 
discard these manuals with little or no reading. What can be done to correct 


such a condition? 


One company directs the employee to take the handbook with him when he 


meets his foreman. It makes arrangements for a half-hour interview in which the 
foreman goes over each section of the material carefully and in detail, giving 
opportunity for any questions on all points. 

In another plant, the induction is done in groups by a staff man, who explains | 
and amplifies the material in the rule book as the new employees follow his 
explanations in their own copies. 

Several companies have tried the experiment of including at the end of the 
handbook a detachable sheet which the employee signs stating that he has read 
and understands the rules. This sheet is returned to the industrial relations 
department and kept on file. 

The companies using these sheets report that there is no guarantee that all 
employees will read carefully all the rules before they sign. They say, however, 
that since the adoption of this system a more widespread understanding of the 
company policies has been noted. While it is not universally true, apparently the 
great majority of employees hesitate to sign such a statement without first reading 
the material fairly carefully, knowing they will be held responsible for observance 
of the rules. 


—The Conference Board Management Record 
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Storehouse of Facts 


HERE is constantly flowing into 

every business office a wealth of 

information. Some of it is found 
between the covers of trade papers, in 
articles, editorials, news, advertise- 
ments. Some of it comes in the form 
of literature from manufacturers. Valu- 
able information may be found in gen- 
eral magazines, newspapers, and asso- 
ciation proceedings. 

In many cases, however, this printed 
information either cannot be located 
or has been destroyed when it is most 
needed. For this reason the establish- 
ment of a suitable filing system in 
which all such data can be centralized 
is well worth while. 

There are a number of ways of set- 
ting up and maintaining a central in- 
formation file. If the firm is small and 
the amount of information is limited, 
the simplest and most effective system 
may be the use of letter files and 
folders. The tab of each folder should 
indicate the subject it covers, and the 
folders should be filed alphabetically. 

No trade papers, magazines or other 
publications should be discarded until 
every item of information in which the 
firm may be interested has been clipped. 
These clippings are filed in the proper 
folders. When the clippings cover 


more than one subject, cross-reference 
sheets should be used. 

The next step, as the amount of in- 
formation filed increases, is usually a 
card index. All the information is in- 
dexed on 3” x 5” cards. The subject 
and author are given in the case of each 
item. Through the use of a code or 
abbreviations, considerable information 
can be included on these cards. 

The cards indicate the amount of 
information available on each subject. 
When the card index is used, a finer 
classification of subjects is possible. 
Each card shows exactly where all the 
information on its subject is filed. The 
alphabetically filed folders and the 
cross-reference sheets can still be used. 

Where more than one person uses 
such a file as this, it is well to provide 
“out” sheets. When a folder is bor- 
rowed from the file, one of these “‘out” 
sheets is initialed by the person who 
takes it, and the date and time of day 
are also written on the sheet. 

The establishment of the centralized 
information file should be delegated to 
a competent individual, who should be 
made responsible for its growth and 
maintenance. By J. E. Buttarp. The 
Office Economist, Midsummer Issue, 
1939, p. 10:2. 


Obsolescence in Autos 


ALF of the automobiles now in use are in the jalopy class, according to a 
H recent study of actual registration figures. Only 53 per cent of our cars 
were made in the last five model years, and only 37 per cent in the last three model 
years. One automobile out of every eight now clogging the highways was made 
prior to 1929. One out of every 10 is a 1929 model, while only one out of every 25 
was made in the depression year 1932. 
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—Sales Management 








Production Management 


Swapping Workers in Seasonal Slacks 


NE of the most discouraging and 
costly jobs of many businesses is 
having to let go and rehire em- 

ployees because of seasonal ebbs and 
flows in work. 

Suppose that, when your work had 
sloughed off, you could call up a neigh- 
boring business and place your surplus 
people in jobs in the other place. Then, 
when your work picked up again, you 
could have these trained workers back. 

Or suppose that, when you faced a 
seasonal peak: in production, instead 
of recruiting unskilled workers, you 
could reach for the ’phone and get 
enough trained workers from another 
business or two. 

Wouldn’t this be a practical solution 
to the problem? 

One community, Chicago, is taking 
such an approach to the subject of 
seasonal slacks. Interested companies 
are working through an Employment 
Stabilization Committee of the local 
Industrial Relations Association to 
gather facts that will lead to the broad- 
ening of initial experiments. What 
they have sought to put.together is a 
picture of the ups and downs of em- 
ployment by industry. They are trying 
to match the employment peaks of one 
company with the valleys of another, 
and vice versa. 

There were many practical problems 
of getting comparable, useful figures. 
Out of the Committee’s study finally 
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came a report form. Each member 
company is asked to fill this out. It 
gives seasonal ebbs and flows on a per. 
centage basis. 

This idea has taken hold. Com. 
panies are reporting. Curves of em. 
ployment made for typical industries 
show how employees may most advan- 
tageously be shifted from one job to 
another, 

For example, when the manufacture 
of women’s and children’s clothing be- 
gins to slough off in July, the vegetable 
canning industry enters its summer 
rush, Theoretically, if certain workers 
could be shifted at that time from wo- 
men’s and children’s clothing to vege- 
table canning, and then, when that in- 
dustry had passed its peak, October 1, 
into department stores for the Christ. 
mas rush, both employees and em- 
ployers would benefit. 

Careful selection would have to be 
made so that transferred employees 
could readily adapt themselves to the 
new job. A certain amount of training 
would be necessary. However, if the 
transfers became a regular practice, 
year after year, this floating class of 
workers would be pre-trained for two 
or three jobs. 

The principle is much the same 4s 
that of the “flying squadrons” of Good: 
year and other progressive companies. 
These squadrons are composed of ver- 
satile workers ready at a moments 
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notice to step into a department which 
needs a lift. 


Sound in a given business, the prin- 
ciple, modified, should be sound for 
several businesses. This is what the 
Industrial Relations Association of Chi- 
cago thinks; and it is trying to formu- 
late a practical, going plan. Under 
such a plan, the “in’s” and “out’s” 
examinations, tests, and the rest of the 
employment procedure that consume so 
much of supervision’s time would be 
largely circumvented. 


When the questions were raised as 


to varying rates of pay, how they were 
adjusted, and how conflicting company 
policies were reconciled, the answer 


was made that no standard formula had 


been developed that would answer such 
questions. These problems must be 
worked out by the individual com- 
panies on the basis of specific situa- 
tions. 

Some transfers have already been 
effected under this program. Thus far, 
the plan has not involved exchange of 
supervision. By Merritt Lum. Na- 
tion’s Business, September, 1939, p. 
44:2. 


48 Weeks at 40-Hour Pay 


cCORMICK & COMPANY, Inc., 
M of Baltimore, has solved the 

problem of stabilizing employ- 
ment by the consistent development of 
versatility among its employees so 
that workers from one department can 
be used in another when their own 
section runs into a slack period. This 
plan has enabled the company to keep 
all its people working full time, at full 
pay, even during the recession. 

The. basis of this internal stabiliza- 
tion policy is found in the attitude 
of the employees. They consciously 
recognize that they are working for 
McCormick & Company—not for the 
spice department, the maintenance 
department, or the sales department. 

The concern has a high degree of 
double-skill or multiple-skill workers 
on its payroll. For instance, the per- 
sonnel department has a record of 
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dozens of girls in production jobs who 
are qualified for office work—who 
would rather perform office work and 
who have been promised consideration 
for any office opening. From appli- 
cants for stenographic jobs, the com- 
pany hires, as needed, a few girls who 
are willing to work in the plant and 
await clerical jobs. An effort is made 
to schedule enough office work for 
them through the year to keep them in 
practice. 

A girl normally assigned to packing 
spices may be found stuffing envelopes 
in the advertising department one day, 
and demonstrating McCormick prod- 
ucts in a local food store the next. If 
one of these jobs is higher paid than 
her regular work, and she becomes so 
good at it that she is permanently 
transferred, naturally her wage is 
raised. If it is just a fill-in for an 
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absent employee, or a transfer to keep 
from laying her off, she gets her regu- 
lar wage. 

Last autumn, when business fell off 
in some products and the plant was 
overstaffed, the personnel department 
picked out a number of alert, ambitious 
young fellows, and sent them out to 
join the sales crew in an insecticide 
promotion. Some few had to be re- 
turned to plant work; most of them, 
however, proved satisfactory salesmen, 
since the company hires college men 
with a bent for selling and assigns 


them to unimportant jobs until they 
mature. 

The plan does not require a very 
complex set of records. If one of the 
truck drivers has no load to haul, and 
at the same time, the assembly and 
packing department is shorthanded, it 
takes about half a minute to locate a 
superintendent who knows where to put 
the driver to work. Five minutes later 
he is in factory uniform, helping on 
the assembly line. By Cwartes P, 
McCormick. Factory Management and 
Maintenance, July, 1939, p. 40:4. 


Per Capita Labor Costs 


NTERESTING evidence in the controversy as to whether employees in large or 
small plants earn more is presented in the Conference Board’s Road Maps of 
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Industry, Number 189, issued August 11, 1939. Total wages paid in 1937 have 
been divided by the average number of workers employed, as reported in the 
Census of Manufactures for that year, to determine the per capita cost of labor. 
This figure cannot, of course, be considered as average annual earnings because 
the personnel within the figure reported as the average number employed may have 
shifted considerably during the year. It indicates in a general way what the 
average annual earnings would have been had the group of average number em- 
ployed, as reported, been made up of the same employees throughout the year. 

The chart presents data for six broad industrial groupings and a miscellaneous 
group, as well as composite figures for all industry. The latter indicate that there 
is not much difference between the average labor cost per employee in plants 
employing 50 or less and in those employing 51 to 250—$1063 and $1066 respec- 
tively. The amount increases to $1132 in establishments employing 251 to 1000 
and then increases sharply to $1427 in the large plants employing over 1000 
workers. In other words, the per capita cost of labor in 1937 was 34 per cent 
higher in large establishments with more than 1000 employees than in those 
employing 250 or fewer. 





—The Conference Board Management Record 


Earnings in Electrical Industry 


AVERAGE hourly earnings in the electrical manufacturing industry were 71.0 
cents, with weekly earnings of $28.78 for an average work week of 40.5 hours, 
in August, 1937, according to a survey made by the Bureau of Labor Statistics. 
In the 14 different divisions of the industry, the hourly average ranged from 49.5 
cents in the branch making fuses, wiring devices, and specialty transformers to 
86.2 cents in that making transformers and switchgear. 





—Monthly Labor Review 
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City-Wide Collective Bargaining 


N many industries and trades char- 
acterized by numerous small estab- 
lishments within a city, collective 

bargaining has been conducted with 
associations of employers within the 
city. In many cases the associations 
are formal organizations in which the 
association officers have the power to 
bind all members to the agreed terms 
of employment. In other cases the 
employers may unite informally and 
perhaps only for the duration of the 
bargaining conferences. In many in- 
stances the lack of a continuing em- 
ployers’ association makes no differ- 
ence in the actual negotiation of the 
agreement, but complicates consider- 
ably the enforcement of the agreement. 
In cases of city-wide bargaining, the 
extent of coverage of the employers’ 
association generally depends upon the 
strength of the union. It is common to 


find within a city an organized group 
of employers dealing with the union, 
while other employers within the same 
industry are organized into a separate 
association or have no organization. 
In some cases the union employers 
form an organized group within a trade 
association which also includes non- 
union employers in the city. 

There are probably 5000 local or 
city employer associations throughout 
the country which deal with various 
unions. More of these are found in 
building construction than in any other 
single industry. Other examples where 
the predominant method of dealing is 
with city-wide associations are the 
needle trades, brewing, retail trade, 
baking, printing and publishing, res- 
taurants, trucking, and barber shops. 
By HEten S. Hoeser. Labor Relations 
Reporter, August 28, 1939, p. 6:2. 


Outline of Anti-Kickback Legislation 


MONG the laws designed to protect 
wages of employees is that class 
of statutes known popularly as 

anti-kickback laws. The Federal Gov- 
ernment and at least six states have 
such laws, adopted in the course of the 
past seven years. 

The adoption of a law of this type 
by New York in June, 1939, amending 
an earlier statute, follows a California 
precedent of 1937 in effecting a widen- 
ing of the scope of such legislation and 
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linking it with collective-bargaining 
agreements. 

The term “kickback” is applied to 
the repayment, by an employee to an 
employer, of a certain amount of wages 
received so that the actual recompense 
is less than that which appears in the 
pay envelope. 

The earlier forms of such laws ap- 
plied only to contractors engaged on 
public works, as for instance the Fed- 
eral Bacon-Davis Act of 1931, amended 
in 1935, under which stipulations are 
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required that prevailing wages will be 
paid. Any withholding of wages ren- 
ders the employer liable to have the 
contract canceled and to have his name 
placed on a blacklist with all Govern- 
ment departments for three years. 
Also, the amount of wages withheld is 
recoverable. 

The Federal Government made the 
practice a criminal offense by the “anti- 
kickback” Act of 1934, 

Six states which have adopted laws 
of this general type make them applic- 
able to private employers generally. 


Several of these laws are limited to 
instances where payment of prevailing 
wages is agreed upon. Others apply 
when any wage rate is agreed upon. 
The six states are California, Maine, 
New Jersey, New York, Pennsylvania 
and Washington. 

The New York law, like that of Cali. 
fornia, differs from the others in spe- 
cifically forbidding employers to with- 
hold part of wages paid under rates 
set by collective-bargaining agreements, 
Wage and Hour Reporter, August 28, 
1939, p. 4:2. 


Controlling Work in Process 


HE cost of expediting work in 
process can be greatly reduced 
through the application of proper 
principles of control. In the place of 
many expediters handling a mass of 
paper work, relatively few specialists 
are engaged in the physical handling 
of actual materials, with a minimum 
of paper work in the form of accurate 
records. The basic principles of work- 
in-process control are outlined below. 
All component parts for subassem- 
blies should move simultaneously to 
the assembly floor. Needless confusion, 
misplacement of parts, and delays in 
assembly start-ups are avoided when 
all necessary parts are sent on one 
truck and checked at one time. 
Quantities of component parts 
should be broken down in divisions of 
the schedule, and delivered intact to 
the assembly floor. When an order is 
so large that materials for the entire 
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order cannot be conveniently delivered 
at one time, divisions of the order 
must be established, such as sets of 100. 
Verification of quantities then becomes 
a simple matter. 

One or more clearinghouses or cumu- 
lation points should be established to 
control component parts. Here draw- 
ings are checked to determine if all 
necessary parts are ready, and quanti- 
ties are accumulated for simultaneous 
delivery to the assembly floor, in con- 
venient divisions of the order. 

The cumulation point should be laid 
out in sections, each section manned 
by a specialist. Here the specialist will 
acquire increased knowledge in his 
particular field, assuring faster filling 
of orders and the elimination of errors 
in selection of materials. 

Functions of the cumulation point 
are to cumulate, store, and deliver 
parts. A copy of all assembly orders 
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goes to this point, where each specialist 
determines the materials required. A 
few days before an assembly is sched- 
uled to begin, complete sets of all 
component parts are delivered to the 
assembly floor. 

When each set of component parts is 
issued, @ corresponding quantity of 
complete assemblies or rejects must 
be returned. Provision may thus be 
made for replacement of parts in ample 
time to insure the correct delivery of 
a given order. 

Assembly of any product should not 
begin until all component parts are 
available. Strict adherence to this 
principle will considerably reduce the 
production cost of many articles. 


In one company where these prin- 
ciples were applied, the cost of waiting 
time at assembly lines, which had 
ranged from $3000 to $6000 per month 
consistently, was reduced to a neg- 
ligible minimum; the number of ex- 
pediters was cut from 200 to 40. These 
basic principles are adaptable to both 
large and small volumes of produc- 
tion. Where large volumes are in- 
volved, substantial savings may be ob- 
tained through improved control; in 
the case of small orders, the margin 
of profit is too low to afford excess 
costs, and control is thus imperative. 
By J. J. Cotsert anv B. A. Moskt, Jr. 
Factory Management and Maintenance, 
July, 1939, p. 46:3. 


In Memoriam 


We beg to advise you and wish to state 

That yours has arrived of recent date. 
We have it before us, its contents are noted; 
Our Mr. Smith tells us the price he has quoted. 
Attached you will find, as per your request, 
The sample you wanted, and we would suggest 
Regarding the matter and due to the fact 
That up to this moment your order we've lacked, 
We hope that you will not delay it unduly 
And we beg to remain, ever yours very truly. 

Thus the Caterpillar Tractor Co. kicks off in a smart new booklet on “Better 
Letters.” It’s intended for all the Caterpillar employees who dictate or write 
letters and is designed to help them do a more effective job of it. 

Much of its content, of course, has to do with Caterpillar standards of practice, 
but the first part of the booklet takes a swing at the tripe that clutters up so many 
business letters. The opening chorus, already quoted, is an example. That might 
well be reprinted and pasted up where it can be seen by all the business letter 
writers of the land. Nothing kills the spirit of a business letter so effectually 


as the habitual use of the jargon so cleverly woven into these lines. 


—Business Week 








AMA PRODUCTION CONFERENCE 


A Conference of the Production Division of the American Manage- 
ment Association will be held at the Palmer House, C 
Wednesday and Thursday, November 15-16. 


hicago, on 
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Personnel 


Rest Pauses and Refreshments in Industry 


RECENT survey of 1050 British 
factories in many different types 
of industries indicates that the 

prevalence of official rest pauses during 
working hours is fairly high. Approxi- 
mately 53 per cent of all the factories 
have official rest pauses, and 70.2 per 
cent have refreshments. If we include 
factories where it was stated that un- 
official rest pauses were in operation, 
the percentage of all rest pauses is 
increased to 67.6. The trend toward 
official rest pauses and refreshments 
has been accentuated in recent years. 

A rest pause of 10 minutes, taken 
two hours after the beginning of a 
41-hour shift in the morning and of 
a 4-hour shift in the afternoon, is the 
most frequent occurrence. 

Rest pauses are most commonly 
spent in the workroom and are almost 
invariably used for the consumption of 
refreshments. 

Bread and tea are the most fre- 
quently consumed and also the most 
popular refreshments. Other cereal 
foods and milk have considerable 
popularity. 

Employers more frequently supply, 
and pay for, drink than food. 

Few employers introduce rest pauses 
after scientific experiment. They are 
influenced mainly by secondary consid- 
erations, notably the need of food by 
young employees in the morning shift. 

Rest pauses and refreshments are 
generally admitted to have good effects 
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on efficiency. Of 641 companies giving 
information on this point, 82 per cent 
report favorable effects on efficiency. 
The effects vary, on the whole, with 
the degree of organization of the rest. 
pause system. 

The most common reason for the 
non-existence of official rest pauses is 
that the nature of the productive pro- 
cess does not require them and that 
unofficial rests may be taken when 
desired or when possible. 

Where no refreshments are con- 
sumed, it is usually maintained that 
the short hours of work do not require 
them. 

Rest pauses have been abolished in 
a few isolated cases; the principal 
reason given is abuse of the privilege 
by employees, though change in the 
hours of work is also a contributory 
factor. 

Rest pauses must be regarded not in 
isolation but as a part of general 
policy. While the consumption of re- 
freshments appears to be widely recog- 
nized as advantageous, organized rest 
pauses, where the need for refresh- 
ments is not present, are not invariably 
essential. They are, indeed, only one 
method of combating fatigue and bore- 
dom. In some cases, instead of a com- 
plete cessation of work, a slowing 
down of activity (accompanied possibly 
by a reduction of machine speed), 2 
change of work, the provision of 
smaller or larger units of work, ot 
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the use of music may have equally 
beneficial results. The last three meth- 
ods are especially useful for those em- 
ployees who feel the effects of boredom. 

The relative advantages of these 
various methods must be considered in 
the light of conditions existing in in- 
dividual factories; the value of their 
experimental investigation can hardly 
be overemphasized. 

In the broad view, the object of 
management is to reduce the dangers 
of fatigue in every possible way. But 


before specific methods are introduced, 
every effort must be made to deal with 
the factors which induce fatigue. Such 
factors are posture, bench layout, shop 
layout, machine design, tool design, 
heating, ventilation, lighting, produc- 
tion control, incentives, and supervi- 
sion. The selection of the most suitable 
employee for the job may also be an 
important factor. By J. Ramsay, R. E. 
Rawson, ET AL. Report 8, The National 
Institute of Industrial Psychology, 
London, England, 1939. 52 pages. 2s. 


Survey of Experiences in Profit Sharing 


HE survey of profit-sharing expe- 

rience which was recently com- 

pleted by a subcommittee of the 
Committee on Finance of the United 
States Senate presents some significant 
findings. 

It was first demonstrated that out of 
a group of 774 companies with and 
without profit-sharing plans, the com- 
panies that had some plan, in which 
labor shared, achieved superior results 
in the matter of strikes over companies 
without plans and over companies that 
had plans for executives or plans in 
which labor did not share. 

By isolating companies that had only 
one plan, in which labor shared, it was 
demonstrated that the companies that 
had profit-percentage plans achieved 
better results than those companies 
with other types of plans. 

It was then demonstrated that com- 
panies having plans that created the 
partnership interest, either alone or in 
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combination with some other plan, had 
a better record than did those com- 
panies having only a plan of the non- 
partnership-interest type. 

It was then demonstrated that vari- 
ous combinations of pensions and bon- 
us plans showed no significant changes 
in the employer-employee relations un- 
less the plan was in combination with 
some partnership-interest plan. 

Having demonstrated the superiority 
of the profit-percentage type of plan, 
it was then shown that there was rea- 
son to believe that the profit-percentage 
plan, wherein the workers’ share is 
saved for the future, achieved the best 
results of any single type of plan or of 
any combinations of plans. 

It was indicated that among pension 
plans, the formal plan (preannounced 
and predetermined) was more effective 
than the informal pension plan; there 
was little difference between joint-con- 
tributory and non-contributory pension 
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plans, but there was some slight evi- 
dence in favor of non-contributory pen- 
sion plans; insured plans and unin- 
sured plans showed little difference one 
way or the other. 

Among bonus plans, the formal (pre- 
announced and predetermined) showed 
to good advantage over the informal 
bonus plan. This might be expected, 
as the formal bonus plan approaches 
and has several aspects of the profit- 
percentage plan where cash is distrib- 
uted. 

Companies that install pension or 
bonus plans usually have some desired 
result in mind—humanitarian or other- 
wise. It should be pointed out that a 


profit-percentage plan can achieve any 
or all of these desired results without 
costing the company any more than its 
present pension or bonus plan, merely 
by adjusting the percentage of profits 
to correspond with the company’s ex. 
perience as to costs and profits. Then, 
with the profit-percentage plan, the 
originally desired results will be ob. 
tained. In addition, there should ap. 
pear the advantages of profit-percent- 
age plans that are natural to such 
plans, and are additional to the advan- 
tages obtained from pension and bonus 
plans alone. By CHarves A. Witcox 
AND FREDERICK H. BrapsHAW. Domes. 
tic Commerce, July 10, 1939, p. 6:2. 


Where Can an Executive Make the Biggest Money? 


| what sections of the country and in what industries are executives most 
highly paid? 

An examination of the 1937 Census of Manufactures shows that six states— 
Michigan, Rhode Island, Ohio, Illinois, Connecticut and Pennsylvania—rank 
highest in executive compensation. In each of these states the average salary of 
company officers is $6000 or more. In 11 other states the average is under $4000, 
and in New Mexico it touches a low of $2979. For the country as a whole the 
average salary of an industrial executive is $5489. 

The highest-paid executives are found in five major industry groups: rubber 
products, $7771; transportation equipment, $7050; paper and allied products, 
$7030; machinery (other than transportation), $7014; iron and steel and their 


products, $6302. 
—Sales Management 


Ford Motor Company Insurance Plan 


Qr of the largest group life, health and accident policies ever underwritten 
was recently adopted by the Ford Motor Company. It provides for a death 
benefit of $1500, and a sickness and accident benefit of $15 per week up to 4 
maximum of three months. Employees will be eligible for this protection upon 


completion of two years’ service. It is estimated by Ford officials that nearly 

95 per cent of the company’s 110,000 employees will be eligible to subscribe. 
This plan is on a contributory basis. While the employee contributions have 

not yet been definitely decided upon, the company has announced that it will 

bear approximately half the cost of this protection. The insurance will be admin- 

istered by a committee of the Ford Employees’ Social Service, which will set up 

- — ~ ee the River Rouge plant where all insurance arrangements wi 

andled. 


—The Conference Board Management Record 
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A Comparison of Union Agreements 


N order to determine the characteris- 
tic provisions of recent union agree- 
ments the National Industrial Con- 

ference Board has completed a study of 
114 representative contracts. Of the 
agreements analyzed, 52 are with A.F.L. 
unions, 55 with C.1.0. unions, and 
seven with independent labor organi- 
zations. 


The results of this analysis have been 
compared with those of a similar study 
undertaken in the middle of 1937. The 
1937 survey covered 90 union contracts, 
38 of which were with unions affiliated 
with the A.F.L. and 52 with C.I.O. 


unions. 


The group of recent contracts shows 
a considerably greater prevalence of 
closed-shop agreements than did the 
1937 survey. The closed-shop gain, 
however, is confined to the A.F.L., with 
28 instances as compared with 12 in 
1937. Only two of the 1939 C.I.0. 
contracts examined include the closed 
shop, as against five in 1937. Four of 
the seven contracts with independent 
labor organizations also provide for 
the closed shop. 


A somewhat peculiar variation of 
the closed shop, found in five of the 
contracts studied, is the provision that 
no employee is required to join the 
union, but that if he does become a 
member he must remain a member in 
good standing. 


“Preferential hiring” is a further 
modification of the closed-shop prin- 
ciple of which no instances were found 
in the 1937 survey but which appears 
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in 18 of the present group of contracts. 
Under this arrangement the union is 
given first opportunity to nominate its 
members to fill jobs, but if its candi- 
dates are unsatisfactory the manage- 
ment is free to employ anyone it may 
select. 

Organized labor has traditionally 
been opposed to time studies and incen- 
tive wage systems, and unions have 
recently secured the abolition of incen- 
tive plans in many companies. A few 
of the contracts examined in this sur- 
vey refer specifically to this subject. 
One provides that time studies shall be 
signed by the foreman, employee and 
time-study man. Setup time shall in- 
clude first inspection. When piecework 
rates are questioned, the aggrieved em- 
ployee first takes the matter up with 
the foreman and, if it is not satisfac- 
torily settled, he can refer it to the 
departmental representative. If still 
not settled, the matter can be referred 
to the grievance committee for consul- 
tation with the works manager or his 
designee. 

Seniority is one of the subjects most 
frequently covered in union contracts; 
reference to it varies from the simple 
statement that the principle of seniority 
shall govern in layoff and reemploy- 
ment to elaborate provisions attempting 
to cover specifically every possible con- 
tingency. The standard C.I.O. senior- 
ity clause is found in about a quarter 
of the agreements examined. Some 
companies insist that because of special 
present or potential value to the com- 
pany certain employees must be exempt 





from the application of general senior- 
ity provisions. 

The fact that in most union agree- 
ments no specific reference is made to 
the seniority status of apprentices im- 
plies that they enjoy no preferred 
standing. Occasionally, however, spe- 
cial provision is made, as in the follow- 
ing clause: 

The employment of indentured apprentices 
shall be limited to ten (10) per cent of the 
total number of employees within any one of 
the skilled-crafts departments. Indentured 


apprentices are exempt from the seniority 
provisions of this contract. 


A noteworthy difference observed in 
the 1939 group of contracts, as com- 
pared to earlier ones, is in the matter 
of duration of agreements. A majority 
of those included in the 1937 survey 
ran for a definite period, usually a 
year, perhaps reflecting the manage- 
ment’s expectation that collective bar- 
gaining would be temporary and its 


unwillingness to commit itself too far 


A.F.L. Takes Lead 


NALYSIS of results of elections 
conducted by the National Labor 
Relations Board for the second 

quarter of 1939 shows that, for the first 
time, A.F.L. unions participated in 
more elections than did C.1.0. unions. 

As compared with the previous 
quarter, participation by A.F.L. unions 
increased from 56 per cent of the total 
to 64 per cent. Participation by C.I.0. 
unions dropped from 67 per cent of 
all elections to 53 per cent of the total. 

On the other hand, the C.I.0. unions 
were successful in a larger proportion 
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into the future. The prevailing prac. 
tice in present contracts is to make the 
duration indefinite. In some cases both 
parties retain the right to abrogate the 
agreement at any time following speci- 
fied procedure. Frequently, while dura. 
tion is indefinite, certain dates are 
named when proposals for amendment 
may be submitted. 


In general, recent union agreements 
seem to indicate a more serious accept- 
ance of collective bargaining than for- 
mer ones. Either as a result of this 
acceptance of collective bargaining or 
because both parties recognize the 
drawbacks of too great rigidity, there 
is a tendency to make these instruments 
more flexible, allowing a greater lee- 
way in their administration and leaving 
more matters subject to joint negotia- 
tion. By Harotp F. Browne. The 
Conference Board Management Record, 
July, 1939, p. 101:9. 


in NLRB Elections 


of the elections in which they partici- 
pated during the more recent quarter, 
winning 67 per cent of them as against 
54 per cent in the earlier period. 
A.F.L. unions showed a correspond- 
ing falling off in their percentage of 
victories. A.F.L. unions had won 62 
per cent of the elections in which they 
participated during the earlier quarter, 
but this percentage dropped to 57 per 
cent in the more recent quarter. 

In the three months ending June 
30, A.F.L. unions for the second time 
in any quarter won more elections 
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than did C.I.0. unions—54 as com- 
pared with 53. The number of votes 
polled, however, continued to run 
strongly in favor of C.1.0. unions. 

Independent unions slipped back in 
the quarter in proportion of elections 
won, their victories being 5.5 per cent 
of all elections as compared with 9 
per cent in the earlier period. How- 
ever, they polled 15 per cent of all 
votes cast, as against 9 per cent in the 
previous period. 

Rejection of unions rose slightly, 
from 19 to 22 per cent of all elections 
in each period, votes polled against ., ..,, he Matidn cies ie 
unions showing approximately the you a place in your organization for a 
same proportionate rise. Labor Rela. ™ of my type?” 
tions Reporter, August 7, 1939, p. 6:1. 





—Vocational Trends 


Punctuality Reward Plan 


TH Imperial Varnish & Color Co., Limited, Toronto, has a plan under which 
employees are rewarded for never being late or absent during the year by 
receiving extra holidays with pay. Those never late or absent receive an extra 
week; those never absent but late get three days extra; and those never late but 
absent get a day and a half extra. 

The record this year, despite an influenza epidemic, was well up to the standard 
of previous years. Forty-five employees were never late or absent, which was the 
same number as in 1938; eight were never absent but were late, as compared with 
14 a year ago; and 23 were never late but were absent, the same as last year. 

—Manufacturing and Industrial Engineering 


Increase in Old-Age Assistance 


[DURING the three years of operation under the national social-security system, 
the number of aged persons given old-age assistance has increased by 60 per 
cent. Whereas in 1935, the last year under the old state systems, the sum of 
65 million dollars was spent in 32 states which had this type of assistance in 
operation, by the end of 1938 the Federal system was nationwide and nearly 
391 million dollars were being spent annually. 

The immediate effect of Federal participation (1936) was nearly to triple the 
number of beneficiaries, while the average benefit remained almost stationary; 
but the next year payments per beneficiary increased nearly 20 per cent. For the 
year re the average pension was $19.30 per month, an increase of 2.3. per cent 
over 7. 

—Monthly Labor Review 
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Effects of Fair Trade Legislation 


SURVEY of fair trade prices in 

the state of Michigan indicates 

that consumers who formerly pur- 
chased drug products at cut prices are 
paying from 15 per cent to 30 per cent 
more for price-controlled items under 
fair trade. That fair trade is largely 
responsible for the higher prices is 
shown conclusively, for the prices of 
comparable items not controlled by fair 
trade have decreased slightly in cut- 
rate stores since fair trade went into 
effect. 

On the other hand, the findings re- 
ported by the National Association of 
Retail Druggists and the research of 
Wolff and Holthausen in New York 
State indicate a decrease of 3 to 6 per 
cent in the price of items controlled by 
fair trade, in independent drug stores. 
Thus when legal minima have been set 
for the retail prices of most popular 
items, the non-price-cutters, by lower- 
ing their prices slightly, have been able 
to meet the price competition of the 
cut-rate stores on these items. 

If effective, fair trade will strengthen 
traditional marketing institutions. New 
types of retailers usually appear as 
institutions with low operating costs, 
and sales are promoted through low 
prices to consumers. A current exam- 
ple is the supermarket. This type of 
grocery store has operating costs rang- 
ing from 12 to 14 per cent of sales and 
secures. a gross margin of approxi- 


312 


mately 18 per cent. Competing gro- 
cery stores have operating expenses 
ranging from 14 to 19 per cent and 
usually slightly greater gross margins. 
If minimum prices under fair trade 
prevented the supermarkets from pro- 
moting their sales by underselling 
other types of retailers, supermarkets 
would find consumer patronage difh- 
cult to secure and the public would be 
deprived of the benefits arising from 
this type of retailer. 

Fair trade also has the tendency to 
maintain the status quo of trade-marked 
merchandise. With satisfactory mar- 
gins guaranteed for established brands, 
retail merchants will show little inter- 
est in new brands of similar merchan- 
dise; thus certain brands, which repre- 
sent real advancements over existing 
merchandise that is in popular demand 
by consumers, may be smothered by 
fair trade. 

Manufacturers who own most of the 
national brands find much in fair trade 
that is desirable. Its use by them is 
optional. Orderly marketing of nation- 
ally branded merchandise may be se- 
cured through the elimination of price 
cutting. The most important danger 
is from competing private brands of 
wholesalers and retailers which may be 
sold below any minimum price set by 
a manufacturer. 

Among retailers, those who have 
benefited most from fair trade are the 
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former price cutters. Our data show a 
forced increase in cut prices of approx- 
imately 30 per cent, and data compiled 
by Arthur C. Nielsen, president of the 
A. C. Nielsen Company, indicate only 
a slight change in the distribution of 
fair trade items favorable to indepen- 
dent druggists who have, under fair 
trade, reduced the retail price of fair 
trade items from 2to 5 per cent. Even 
if substantial reductions in wholesale 


prices had occurred, the evidence makes 
any financial gains from fair trade im- 
probable. From the information avail- 
able, we are led to the tentative con- 
clusion that, up to the present time, 
any increased net profit to the indepen- 
dent druggist from fair trade is more 
illusory than real. By Epcar H. Gautt. 
Michigan Business Studies, Volume IX, 
No. 2. University of Michigan Press, 
Ann Arbor, Mich., 1939. 56 pages. 
$1.00. 


Returns and Allowances in Retail Trade 


MERICAN shoppers use the re- 
turned-goods privilege to such an 
extent that returns and allow- 

ances, on the average, amount to one 
day’s sales out of eight in department 
stores. This fact, offered as one of 
numerous examples of the way consum- 
ers add to the cost of distributing 
goods, is included in the Twentieth 
Century Fund’s recent report on the 
costs of distribution. 

Analyzing the effect of excessive use 
of the return privilege, the report says: 
“A customer who orders several arti- 
cles on approval with the intention of 
buying only one, or who returns an 
article three or four times because it 
does not suit, adds to the cost of dis- 
tribution. Moreover, she penalizes the 
customer who does not return goods 
but who must nevertheless pay the in- 
creased retail price necessary to cover 
the cost of this service.” 

Figures are quoted from a study 
made in 1936 showing that in the larg- 
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est department stores, doing an annual 
business of from $2,000,000 to upwards 
of $20,000,000, returns and allowances 
amount to 14.5 per cent of sales. This 
ratio tends to decrease as the stores get 
smaller, and the same study shows that 
for department stores doing an annual 
business of $1,000,000 to $2,000,000, 
the returns and allowances amount to 
7.7 per cent of sales. 

Consumer insistence on buying small 
packages of staple commodities also 
increases the cost of packaging and 
selling. This insistence is due partly 
to advertising and sales promotion em- 
phasizing the advantages of sanitation, 
standardization, etc., and partly to 
changes in housing habits. Apartment 
life in cities and a general tendency 
toward smaller houses and smaller kit- 
chens make it difficult for the house- 
wife to store supplies in bulk, and put 
a premium on small, easily handled 
packages. 


Other influences of modern life that 
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tend to increase distribution costs are 
cited in the report. Women, for ex- 
ample, no longer buy yard goods and 
make dresses at home. They demand 
dresses already made up, in style and 
in season, in variety and readily avail- 
able. Men and women like novelty in 
the things they buy, like new wrinkles 
and gadgets with which to impress 
friends and neighbors. In modern life 
there is increased emphasis upon such 
shifting qualities as color and fashion 
in a wide range of goods. These new 
demands of consumers are the result 
partly of natural growth and partly of 
promotion stimulation by producers 
and distributors eager to increase sales. 

The demand of consumers for variety 
increased most rapidly during the dec- 
ade 1920-1929. The report cites figures 
showing that a leading hosiery manu- 
facturer who carried 480 items in 1920 
had increased his line to 6006 items in 
1927. A leading Chicago retailer of 
shoes increased the number of styles of 


men’s shoes carried from 175 in 1920 
to 375 in 1928; and in women’s shoes, 
from 500 in 1920 to 1000 in 1928. A 
large middle western wholesale dry 
goods house has estimated that 20 per 
cent of all its items become obsolete 
before they can be sold. 

Reverting to the problem of returned 
goods as a factor in retail costs, the 
Twentieth Century Fund report quotes 
figures from a government survey made 
in Washington showing the causes of 
goods being returned. Nearly 48 per 
cent of the women interviewed reported 
frankly that they themselves were at 
fault. About 26 per cent said the re- 
tailer was responsible, and not quite 
16 per cent laid the blame on the manu- 
facturer of the goods. Women reported 
that over 56 per cent of the articles re- 
turned were intended for their own use. 
According to the Fund report, another 
study showed that the routine handling 
of a typical return transaction may re- 
quire as many as 23 persons to perform 
the necessary operations involved. 


Costs of Retailing 


Costs in the field of retailing show wide variations. The Twentieth Century 
Fund estimates that the average retail establishment uses 27.5 per cent of its 
net sales receipts to pay its own operating costs. 

Averaging the operating costs by lines of trade, the Fund discloses that restaur- 


ants, cafeterias and lunchrooms as a group have the highest ratios, with their 
operating expenses amounting to 52 per cent of their total sales. It is pointed out 
that these relatively high costs for eating places are due to the expense of prepar- 
ing and serving the food as well as selling it. 

Percentage figures for other lines of business are given in the following tabula- 
tion: jewelry stores, 42%; furniture stores, 35; women’s ready-to-wear, 31; men’s 
clthing, 31; department stores, 29; drug stores, 28; variety stores, 27; filling 
stations, 26; meat markets, 25; groceries (without meats), 20; combination 
grocery and meat markets, 18; motor cars (new), 16; general stores (with food), 16. 
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How Sales Effort Can Be Audited 


T may surprise business executives 
to learn that their salesmen spend 
considerably less than one-half of 

their time in face-to-face interviews 
with customers—the task for which 
they are hired. Despite the fact that 
the timing of salesmen is a compara- 
tively easy task, very few companies 
have done it. They do not know ex- 
actly how many hours their salesmen 
work or how much time is actually 
devoted to selling their products. With 
such information available, it is pos- 
sible to take administrative steps to 
correct maladjustment of time through 
rerouting, better apportionment of ef- 
fort among different customer classes, 
and elimination of unnecessary reports. 
It is also possible for sales execu- 
tives to audit the sales effort put forth 
in actual interviews. The general 
method of determining the factors mak- 
ing for success or failure in the sales- 
man’s interview is to relate the volume 
sold to what is actually said or done in 
a large number of interviews. Observ- 
ers may make records on cards—one 
card for each interview. Before start- 
ing, the points to be observed must be 
placed concisely on small cards in such 
a way that observations may be checked 
rapidly. While this requires consider- 
able care, the greatest problem is to 
decide in advance what points to ob- 
serve. Some help may be obtained by 
analyzing the opinions of experienced 
people. A second way to learn what 
factors to check is to travel with several 
good, medium and poor salesmen and 
to observe the points of contrast. Third, 
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some consideration should be given to 
previously established selling policies 
and practices. In general, the obser- 
vations at each interview will probably 
include the type and size of customer, 
the salesman’s waiting and selling time, 
what the salesman does to discover the 
customer’s needs, the viewpoints pre- 
sented, the appeals used, the employ- 
ment of product samples, and the char- 
acter and arrangement of his effort on 
the different products. 

When the necessary information has 
been collected, the analysis may be car- 
ried out to advantage by the use of 
sorting and tabulating equipment. The 
first step is to establish the relative 
frequency of interviews of different 
types of customers. This will aid in 
eliminating interviews with miscella- 
neous types of customers and in ascer- 
taining that the remainder reasonably 
conform to a company’s general trade 
coverage. 

The next step is to sort the remaining 
interviews into at least three groups in 
accordance with customer potentials. 
This process permits the practical ex- 
clusion of customers’ potentials as a 
confusing influence. As an illustration, 
suppose that the problem is to reveal 
the true tendency for the size of the 
order to increase with the length of the 
interview. Because the length of the 
interview also tends to increase in the 
largest stores, the general effect of a 
lengthy interview would be greatly 
overestimated unless allowance were 
made for customer size. 

This may be accomplished by four 
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steps: (1) sub-grouping the interviews 
in each major size class according to 
time spent; (2) expressing the average 
weight per call for each sub-group as 
a percentage of the average weight per 
call of the size class in which it is 
located; (3) combining the percent- 
ages for the sub-groups having the 
same interview time; and (4) applying 


the average percentages thus obtained 
to the average weight of all interviews 
in order to obtain a series of orders of 
varying size. 

Similar statistical methods may be 
used to evaluate the performance of 
individual salesmen. 

By Donatp R. G. Cowan. Adver- 
tising & Selling, June, 1939, p. 41:3. 


Telling the Worst 


A UNIQUE example of “truth in advertising” was recently employed by a firm 
of women’s and men’s outfitters in Winchester, England, in an advertisement 


of its summer sale. 


“This is a clearance sale in every sense of the word,” said the introductory 


paragraph. “Many of the items below . 


. . represent a genuine loss to us, but 


why should we keep them indefinitely lying on our shelves? The antique business 


doesn’t appeal to us, so out they go.” 


Following are further extracts from the copy: 

“Hats: Some of these are terribly simple, others are simply terrible. 50 hats: 
All odd colors—and that isn’t all that’s odd about them. 

“49 ladies’ coats: We are fond of these coats, but if we keep them any longer 
people will think we are making pets of them. 


rsets: These 
rid of them. 


improve your figures—and our figures, too—if we get 


“Ladies’ silk dressing-gowns: Your husband won’t know if they are last year’s. 
“Girls’ frocks: We're a bit despondent about these. 


“Furnishing fabrics: We cannot recommend some of these patterns, but some- 


body must have liked them. 


“Men’s shirts: Left over from Christmas. Some of these patterns are really 


appalling. 


Shoes: Some of these we’ve had so long we know them by name and feed 


them on bird seed.” 


—Advertising Age 


When Is a Salesman Washed Up? 


A’ what age is a salesman at his best? We know that prize-fighters are washed 
up at 25, actors at 40; that members of other professions start sliding down- 
hill at 30, 35 and 50. When do salesmen reach their peak? 

Harry A. Hopf, the management engineer, quotes from a recent survey in 
New York City which seems to answer this question very well. 

Salesmen are rated in their twenties, their thirties, forties and fifties according 


to their production. Taking $100 as the basis of the production of salesmen in 
their twenties, we find that the average 30-year-old salesman is producing $102.04 
in business. When salesmen reach the age of 40, they are selling $107.38. And 
when they are in their fifties, they top that by selling $108.78. 

Nobody ever heard of a salesman being too old to sell, if he took care of 


himself and didn’t st ing from th . 
imse sGnt Sop growimg irom ime cyes Up —Canadian Business 
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Ginancial Management 


‘“‘Last-In, First-Out’”’ InventoryValuation 


HE principal advantages claimed 

for the last-in, first-out basis of 

inventory accounting may be sum- 
marized as follows: (1) The basis min- 
imizes the reporting of so-called “in- 
ventory profits” during a period of 
rising prices; (2) it results in showing 
costs of sales, based upon cost of 
materials purchased during the year, 
and not distorted by inventory reduc- 
tions to market values at the end of 
the year; (3) it results in showing 
more stabilized profits over a term of 
years than the cost-or-market basis. 

Careful study of the subject by those 
who favor the last-in, first-out basis 
has led to the conclusion that it should 
be adopted only by industries in which 
the following conditions exist: (1) 
Raw materials (including those in pro- 
cess and in finished goods) are so in- 
termingled that they cannot be identi- 
fied with specific invoices; (2) there 
are violent fluctuations in the cost of 
raw materials; (3) the market prices 
of finished products follow closely the 
market prices of raw materials; (4) 
the quantity of inventory is fairly con- 
stant from year to year; (5) there is 
no style element involved in the fin- 
ished goods. 

In order to prove effective, either 
from a purely administrative viewpoint 
or irom a tax viewpoint, it is essential 
that the adoption of the basis be made 
only at a time when the market price 
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of raw materials is at an extremely low 
point. The adoption of the basis at a 
time when the market price of raw 
materials is high might result disas- 
trously from the standpoint of annual 
operating statements and probably 
from a tax standpoint also. 

During a period of rising prices, an- 
nual profits will be lower (and losses 
will be greater) on the last-in, first-out 
basis than on the cost-or-market basis. 
During a period of declining prices, 
annual profits will be higher . (and 
losses will be smaller) on the last-in, 
first-out basis than on the cost-or- 
market basis. 

Concerns which regularly show a 
profit each year, using the cost-or- 
market basis, probably will receive 
more benefit from the last-in, first-out 
basis than those concerns whose earn- 
ings fluctuate greatly from year to year, 
and show losses one year and profits 
the following year. 

It must be admitted that during a 
cycle from one low point in raw mate- 
rial prices extending over a period 
embracing years of curtailed produc- 
tion, of expansion, of high prices, and 
back to low prices, the net operating 
results for the entire cycle should be 
about the same whether the cost-or- 
market basis or the last-in, first-out 
basis is used. 

Each concern contemplating the 
adoption of the last-in, first-out basis 
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of inventory valuation should carefully 
test the effect of the basis upon oper- 
ating results by applying it to past 
operating results, and should not be 


influenced too much by generalities and 
theory. By Greorce A. Witson. 
N. A. C. A. Bulletin, September 1, 
1939. 26 pages. 


The Inflation Scare 


UST as people were clamoring for 

a period of deflation in the early 

part of 1936 when fear of a run- 
away boom was prevalent, so today 
some people maintain that the United 
States is bound to experience a period 
of inflation. 

Great concern and apprehension 
have been expressed over the large 
Government deficits which occur year 
after year. One should understand, 
however, that such deficits result in 
price inflation only when the Govern- 
ment finances itself through sale of 
bonds to the banks, thereby creating 
new deposits. At present the Govern- 
ment derives a large portion of its 
funds from social security taxes and 
the sale of baby bonds. This has the 
effect of shifting deposits already in 
existence, and is by no means infla- 
tionary. 

The existence of a large amount of 
excess reserve balances provides a 
“potential” inflation base, but it can- 
not be stated that such a condition is 
inflationary in itself. The existing 
excess reserves can sustain a credit ex- 
pansion of approximately 20 billion 
dollars in new deposits. It must be 
remembered, however, that deposits 
are created primarily through loans 
and investments by banks. The trend 
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of loans has been steadily downward, 
and it is doubtful whether business will 
borrow in substantial amounts for 
some time to come. Concerning invest- 
ments, the failure of the capital mar- 
ket to revive, and the fact that Govern- 
ment securities are available only at 
record high prices, seem to indicate 
that there will be but a slight increase 
in deposits from this source. 

Another factor on which rumors of 
inflation are based is the devaluation 
of the dollar. Most economists believe 
that when the gold content of a cur- 
rency is reduced, the result will be a 
corresponding increase in the prices of 
commodities. Statistics, however, do 
not prove that the devaluation of the 
currency in the United States caused 
an increase in prices. Prices of com- 
modities are determined primarily by 
the demand for and supply of such 
goods, as well as production costs, and 
not by changes in the gold content of 
the standard unit of value. Thus it is 
doubtful whether further devaluation 
would have any material effect on 
prices of equities and goods. 

Some arguments are presented stat- 
ing that the large amount of gold in 
the United States is paving the way 
for a period of inflation in this coun- 
try. At present, however, a good por- 
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tion of the gold is sterilized through 
various methods and is not put to work. 
So long as the gold in the United States 
is kept idle, there is no danger of infla- 
tion. Even if it were put to work, the 
monetary authorities have sufficient 
powers to stem any excessive increase 
in the extension of credit. 


There is no reason to believe that 
the United States will be confronted 
with a period of rising prices in the 
near future. As long as capital and 
labor remain unemployed, it is impos- 


sible for inflation to take place. Even 
if the time should come when all idle 
machinery and labor are put to work, 
the productive capacity of the nation is 
so great that a period of volume infla- 
tion will result. Only in countries 
whose productive capacity is not great 
enough to meet increases in the volume 
and velocity of money and credit does 
price inflation occur, and such a situa- 
tion does not exist in this country 
today. By Gusriep Freunp. The 
Bankers Magazine, September, 1939, 
p. 198:3. 


Budgeting Office Costs 


HE establishment and mainten- 

ance of a budget system may be 

successfully used in small and 
large offices to bring into existence a 
control of unit costs. 

One practicable method of budget 
preparation is to obtain the coopera- 
tion of the foremen and supervisors; 
that is, to ask each foreman or super- 
visor, such as the chief file clerk, the 
head of the mail room, the chief tele- 
phone operator, etc., to prepare an 
estimate, by months, for the current 
year, of the amount of money neces- 
sary, in his opinion, to furnish the 
services under his supervision. A 
principle of psychology is applied by 
securing the assistance of the super- 
visors. Through the recognition of 
their ability to participate in manage- 
ment problems, a new interest is 
created in their work. 

Each activity, for instance the mail 


September, 1939 


room, should be considered as a work 
center, and the budget for its operation 
should include all its costs. The aggre- 
gate costs are the sum of the direct 
charges, such as salaries and supplies, 
and the indirect charges. The indirect 
charges are such items of expense as 
an allowance for rent based upon the 
area of floor space occupied; power 
costs, if the use is beyond the normal 
requirements of an office; depreciation 
and maintenance of equipment; an al- 
lowance for vacation and sick periods. 

When the estimates for each activity 
are completed, the next step is to 
combine these into one master budget 
for the department; the latter becomes 
a part of the master budget of the com- 
pany. If the aggregate of the estimates 
for the various activities is greater than 
the. total amount allocated to the de- 


partment, the counsel of the supervisors 
should be sought. 
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From this point, the control of costs 
becomes effective. A master sheet is 
prepared for each unit of operation, 
showing, by months and objects of ex- 
penditure, the amount of money allo- 
cated. The master sheet and an 
accounting statement showing the actual 
charges to the various objects of ex- 
penditure are then forwarded monthly 
to each supervisor. The supervisor will 
copy the charges in the appropriate 
place on the master sheet, and in addi- 


the amount allocated and the amount 
charged. When the entries have been 
made, both sheets are returned by the 
supervisor for administrative informa. 
tion and for approval. 

The use of this method of cost con. 
trol makes the supervisors cost-con- 
scious, and furnishes the administrator 
with comparative information from 
which he can determine the units re. 
quiring attention. By JoHN F. Prerce. 
N.O.M.A. Conference Proceedings, 


tion will enter the difference between 1939, p. 108:1. 


Odors as Sales Stimulators 


AN impression of good quality is quite often imparted by certain odors. Thus 
Scotch and Irish fabric have the odor of peat smoke. For years this odor has 
been associated with genuine Irish and Scotch cloth. In the minds of many people 
the odor of peat and good cloth are so closely associated that any cloth which does 
not have this odor is discarded. A mill owner very neatly solved this problem in 
Oo a by spraying his better grade of fabrics with peat. His sales rose 
sharply. 

Just as peat is associated with cloth of superior quality, so are certain other 
odors associated with various types of goods. It has been found that articles made 
of imitation leather will sell much better if they smell like leather in addition to 
looking like leather. For this reason most manufacturers of artificial leather 
goods now see to it that the odor of leather is imparted to the article before it 
is put on sale. The same is true of rubber, wood, ivory, and other materials 
pos can now be made artificially. The appropriate smell will increase sales 
greatly. 

Manufacturers have for some time now realized the growing importance of 
pleasant smells as a factor in increasing sales. There is now on the market a 
scented lacquer for dressing-table drawers. Faintly perfumed stockings, millinery 
and other — outsell unscented merchandise. The most popular cigarettes 
are not only those which have a very markedly individual taste but a smell as well. 
Most cigarette tobacco is sprayed with various aromatic substances such as rum, 
vanilla, coumarin and other fragrant odors. The sense of smell is a very important 
factor in selling cigarettes. 

Odor engineers are now making surveys to discover which odors are the most 
popular. According to recent tests, the odor of narcissus is most popular and sells 
articles more easily than any other scent. Other odors which have proved effective 
are arbutus, lilac, lily-of-the-valley, sweet-pea, honeysuckle, hawthorne, magnolia. 
For men, the odors of pine and are more popular. 

The article that smells right will often outsell another article similar in every 
detail except that of odor. The odor engineer is joining the color engineer as a 
consultant to the sales manager. 

—Epwarp Popotsxy in Direct Selling Age 
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Insurance * 


Revision of Standard Fire Contract 


NE of the constructive accom- 
plishments of the recent meeting 
of the National Association of 

Insurance Commissioners in California 
was the approval of the report of the 
committee which was working on a 
revision of the standard fire insurance 
policy. 

We suffer today from an overabun- 
dance of standard fire policies. This 
lack of uniformity is in sharp contrast 
to the situation in the automobile field, 
where the standard liability policy is 
issued without any modification what- 
ever in about 45 states. The revision 
of the standard fire insurance policy 
will be of consequent benefit to the 
insuring public, to the agents, brokers 
and company representatives who must 
sell the policies to the public, and to 
the companies themselves. 

The new revision represents a com- 
promise with those who favor the com- 
plete rewriting of the standard fire 


insurance policy in the interest of sim- 
plification, broader coverage, and flex- 
ibility in handling the needs of the 
individual insured. If the insurance 
statutes are changed to provide that the 
Insurance Commissioner can approve 
any form, it will be possible at some 
future time for any committee entrusted 
with the task of revision to go further 
along the path which has been blazed. 
On the other hand, if the legislature 
enacts, the revised form as part of the 
statutes, it is possible that another 50 
years will have to elapse before the 
form can be revised again. 

Within recent months we noted that 
the first all-risk policy had been written 
on a building at the request of a buyer 
of insurance. Although such insurance 
protection must for the present be re- 
garded as experimental, it does reflect 
the trend of the times. Journal of 
American Insurance, July, 1939, p. 5:2. 


Structural Continuance Cover 


G@ TRUCT URAL continuance insurance is permitted under Section 110 of the 


insurance law of New York. It provides coverage against 


e or injury 


to structures or buildings not heretofore covered under fire insurance policies. This 
insurance is not intended to insure against the risk of obsolescence or ordinary 
wear and tear nor to take the place of the insurance provided for under Chapter 386 
of the Laws of 1937—i. e., insurance of life of property. Structural continuance 


insurance will cover the 


damage caused to buildings and structures by heat, cold, 


water or lack of water—“weather, climatic conditions, including excess or defici 
of moisture”—not already covered under the standard ae oh — 


icy. 
° Phe Weekly Underwriter 


* Insurance abstracts are contributed by P. D. Berrertey, Insurance Consultant. 
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Broader Liability Insurance Policies 


EVERAL carriers have been experi- 
menting for some time with policy 
contracts which insure, with vary- 

ing degrees of completeness, all liabil- 
ity arising out of the business opera- 
tions of the insured. It will probably 
always be necessary to provide separate 
covers under this or a similar plan for 
coverage of the single hazard. As 
business has developed, the disadvan- 
tages of the plan in its application to 
the liability of a large business have 
become increasingly apparent. Insur- 
ance does not and cannot reduce losses. 
It serves only to eliminate risk and to 
spread the losses which occur. Over a 
period of years, the premiums must 
provide sufficient funds to pay all in- 
sured losses plus the expenses of the 
insurance carriers and a reasonable 
profit. This means, of course, that 
insurance cost can be reduced only 
through a decrease in the number or 
severity of losses. 

The normal evolutionary step after 
the development of optional separate 
covers was to combine the separate 
covers in one liability policy, preserv- 
ing the right of the insured to elect the 
covers which he desired. A few com- 
panies are experimenting with a policy 


which insures, in one clause, all lia. 
bility arising out of the insured busi- 
ness, except that specifically mentioned 
in the exclusions of the policy. 

The feature which distinguishes the 
blanket policy from the comprehensive 
policy is that, subject to exclusions, it 
insures the unknown hazard. Because 
the assumption of liability by contract 
is wholly within the control of the in. 
sured, a proposal to insure liability 
which may be assumed, as distin- 
guished from liability for accidents 
within an undertaking about which the 
carrier knows in advance, is one which 
most underwriters regard as lacking 
the fundamental elements of insura- 
bility. 

There is a reluctance on the part of 
many carriers to encourage the broad 
use of the blanket policy. This is in 
part due to fear of the unknown haz- 
ard, except with respect to types of 
business in which operations are defi- 
nitely stabilized. But the reluctance 
is due more often to the fear that the 
use of the blanket policy will spread 
faster than a sound rating procedure 
can be developed. By E. W. Sawyer. 
The Eastern Underwriter, May 5, 1939, 
p. 12: 2. 
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Coffee Coupon Books 


(COMPARATIVELY few concerns permit employees to pay for their luncheons 
under a payroll-deduction plan. The Great Western Electro-Chemical Com- 
pany has made a rather unusual arrangement which permits its employees to 
purchase coffee by this method. Coffee is sold at two cents a cup and, as a 
matter of convenience, coffee coupon books containing 25 tickets are sold for 
50 cents. These books are furnished to employees on their personal signature, 
the amount being deducted from the next pay check. The company will redeem 


unused portions of the coupon books whenever requested. 
—The Conference Board Management Record 
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Ocean Marine Claims 


ARINE insurance claims gener- 
ally may be divided roughly into 
two classes: general average and 

particular average. Liability for con- 
tribution to general average sacrifice 
is common law. A general average 
loss is a loss caused by, or directly 
consequential on, a general average act. 
There is a general average act where 
any extraordinary sacrifice or expendi- 
ture is voluntarily made or incurred in 
time of peril for the purpose of pre- 
serving the property imperiled. The 
party on whom it falls is entitled to a 
ratable contribution from the other 
parties interested. 

In the case of import shipments to 
the United States, all adjusters will 
accept, in lieu of the cash deposit, the 
guarantee of a reputable insurance 
company, thus relieving the cargo 
owner of the necessity of going through 
the complicated procedure of putting 
up a cash deposit, obtaining a receipt, 
and sending it to his insurer for refund. 
It is to be appreciated that in the case 


of an import shipment to the United 
States, insured with a foreign com- 
pany, an assured may be faced with 
the necessity of making a deposit and 
a considerable delay in obtaining a re- 
fund. However, this does not apply to 
foreign companies that have been ad- 
mitted to do business in the United 
States, whose guarantees are accepted 
without question. 

Particular average is defined as a 
diminution in quality due to a peril 
insured against. Fundamentally, the 
method of determining the amount of 
a particular average claim is to deter- 
mine the percentage of loss sustained, 
thereafter applying that percentage to 
the insured value. The assured is en- 
titled to recover that same percentage 
as the insured value of his goods, plus 
the cost of determining the loss, includ- 
ing auction charges, cartage, etc., as 
well as fees of the experts involved. 
By Victor W. Davies. The Weekly 
Underwriter, June 10, 1939, p. 1212: 2. 


Comprehensive Liability Coverage 


S the hazards of life and business 
became more generally burden- 
some, and as the contingencies 

for which no adequate preparation and 
provision could be made occurred with 
greater frequency, insurance was de- 
vised—by trial and error—to absorb 
the losses resulting from such contin- 
gencies. The gradual growth of the 
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business is, in a large measure, respon- 
sible for the number and variety of 
insurance coverages, the innumerable 
individual policies, and the complexi- 
ties of the rating structures. 

The practice of covering related haz- 
ards under separate policies, requiring 
the exclusion from the coverage of one 
policy of the hazards covered by 
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another, has resulted—in some cases 
without design, and in others unavoid- 
ably—in no insurance or questionable 
protection as to some hazards (princi- 
pally the unknown hazards) and in 
overlapping coverage or double insur- 
ance of other hazards. Therefore, 
while individual policies combined 
were and are drafted to furnish com- 
prehensive protection, nevertheless 
there are zones between related poli- 
cies where no insurance is afforded, 
and other zones where insurance is 
afforded under more than one policy. 

The terms “all-risk insurance” and 
“comprehensive liability insurance” 
have been used interchangeably. How- 
ever, it would seem that they have a 
real difference in meaning. All-risk 
insurance connotes insurance against 
defined losses resulting from any risk 
of loss. Comprehensive insurance 
means insurance against defined losses, 
with a specification of the hazards, 
within the field comprehended, which 
might cause the losses. To the insur- 
ance-minded, all-risk liability insurance 


is the ideal protection. However, the 
business has not yet reached that stage 
of development where such insurance 
may be sold. 

A most satisfactory substitute for all- 
risk liability insurance is comprehen. 
sive liability insurance. This may be 
afforded in one policy, comprehending 
within it the related classes of insur- 
ance now written in separate policies, 
i.e.: insurance against owners’, land- 
lords’ and tenants’, and manufacturers’ 
and contractors’ liability, owners’ and 
contractors’ protective liability, eleva- 
tor liability, team’s liability, products’ 
liability, contractual liability, and mal- 
practice liability. The liability based 
on breaches of implied warranties and 
negligence is of an encompassing char- 
acter, and insurance covering such lia- 
bility should be readily salable. The 
idea of comprehensive insurance is not 
new, but its application to the liability 
field is a more or less recent develop- 
ment. By Paut RUTHERFORD. The 
Weekly Underwriter, May 20, 1939, p. 
1071: 3. 


Patent Insurance 


AUTHORITIES agree that there is a real need for a contract of indemnity to 
protect interest in patents. The Patent Insurance Co. of Hartford proposes 
to meet the ever-growing market for a broad form of patent insurance issued by a 
responsible American underwriter. This company under its charter is privileged 
“to issue policies of insurance to indemnify patentees and owners of copyrights 
and trade marks, and their assignees, and also various businesses, licensors, maniu- 
facturers, vendors, users and other parties in interest, for damages and expenses 
and losses of any kind ‘arising from any infringement of patents, copyrights or 
trade marks; and likewise from the non-conformity, non-compliance or other 
breach of specifications, claims, terms or conditions of contracts in respect to 
the manufacture, reproduction, sale or use of patented, copyrighted or trade- 
marked articles; and, without limiting the generality thereof, to make or issue 
insurance.” The rates justified for patent insurance are from 4 to 7 per cent 
of the total amount of the policy. The rate charged will depend upon the form 
of the contract and upon the hazard. It is proposed to maintain a patent insurance 
service bureau at Washington. _ 


—The Eastern Uiderwriter 
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The Management Question Box 


Questions and Answers on Management Practice 
Based on the Inquiries Received by the AMA Research 
and Information Bureau 


Individual replies are made promptly either by mail or telephone to 
inquiries received by the Research and Information Bureau. This ser- 
vice. is available to executives of concerns holding company member- 
ships. The questions cited here are those which it is believed are of 
general interest to the membership. 


Vacations for Employees Who Resign? 


Question: What is the general policy of companies with respect to giving vaca- 
tion pay when an employee resigns at the time of his vacation? 

Answer: It appears that most companies regard vacations primarily as periods 
of rest and change from regular employment in order to prepare for continued 
efficient service and, in part, as a means of recognizing loyal service. Based 
on this assumption, the prevailing practice seems to be that vacation rights 
are lost if the resignation is made at or near the time for taking the vacation. 

It is true that some companies take a reverse view and regard the vacation 
more as a reward for past service than as a period of preparation for future 
work, but such concerns are in the minority. 


Recognizing Long Periods of Service 


Question: What is the general practice with respect to rewarding and recogniz- 
ing long periods of service on the part of employees? 

Answer: The most popular method of recognizing long periods of service is 
the presentation of service pins or buttons. Such pins are awarded for 
periods of service ranging from five to 40 years. For the longer periods 
especially, diamond-studded pins are sometimes awarded. 

Among the companies that award buttons are the Standard Oil Company 
of Indiana, Goodyear Tire and Rubber Company, Indiana Bell Telephone 
Company, Westclox Company, and the Hercules Powder Company. 

Other forms of recognition include the presentation of gold watches. 
One company gives watches after 25 years of service, and another, after 
15 years. The Ralston Purina Mills award shares of stock after 20 years 
of service. 


Tests for Office Employees 


Question: Where can we obtain psychological tests to be given candidates for 
filing jobs? 
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Answer: A series of ability tests for office employees has been prepared by a 
joint committee of the National Office Management Association and the 
National Council of Business Education. The complete set of tests covers 
the following subjects: General Information, Fundamentals, Stenographic 
Ability, Dictating Machine Transcription, Filing, Key-Driven Calculating 
Machine Ability, Bookkeeping Ability, Personality Rating Schedule. These 
tests together with instructions for administering them can be obtained from 
Professor F. G. Nichols, Harvard University School of Education, Lawrence 
Hall, Kirkland Street, Cambridge, Mass. The price is $1.55 per set. Profes- 
sor Nichols has very kindly supplied the AMA with a set of these tests, and 
the Association will be glad to lend them to company members. 


Advertising Costs and Annual Sales 


Question: What is the ratio of advertising costs to annual sales? How do com. 
panies determine their advertising budgets? 

Answer: A study of 228 consumer advertisers and of 71 industrial advertisers 
reveals a very large range and variety in the relationship of the advertising 
budget to net sales. There is also variation shown from year to year over 
the years covered. In the industrial field, the range in 1935 is shown to be 
from .5 per cent in the chemical fields to 4 per cent in the paper and paper 
products industry. In the consumer field, the range is 1.27 per cent in auto 
trucks to 33.78 per cent in proprietary medicines. This information, as 
well as much other detail on advertising budgets and how they are determined, 
may be obtained from “A Survey of 229 National Advertising Budgets, 
1934-1935,” made by the Association of National Advertisers. See also page 
274 of the August, 1939, MANAGEMENT REVIEW. 


Filing Management Literature 


Question: We receive a great deal of literature on various management sub- 
jects, such as office management, production, and industrial relations. We 
are now filing this material under the name of the organization that sends it 
to us, but this makes it very difficult to find something when it is wanted. 
Would it not be better to have a numerical index in which a great many 
subjects could be identified by number? Then any material received could 
be filed under its proper number. 

Answer: It has always been found that filing such material in any ordinary 
correspondence file under the name of the organization that issues it is unsatis 
factory because, when the information is needed for reference, the memory 
must be relied upon to relate the material desired with the name of the organi: 
zation that published it. A numerical file, however, is not necessarily the 
answer. 
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Since the subject matter is of primary importance, in most cases it is 
simpler to set up a subject heading file arranged alphabetically by subjects 
instead of assigning numbers to the subjects. 

If you wish to obtain a comprehensive list of subject headings for manage- 
ment literature, the AMA will be glad to send you the basic index to its 
publications which was issued some years ago. This index contains a list of 


our publications up to that date, classified under topical headings to facilitate 
easy reference. 


Smaller Letterheads and Stationery Costs 


Question: Some large firms have changed the size of their letterheads from the 
standard 84% x 11 sheet to a sheet 8 by 10%. Can you supply a list of some 
concerns that have done this and their reasons for making the change? 
Have they encountered any objections? 


Answer: Among the companies we found using the 8 by 10% letterhead are 

the following: American Water Works and Electric Company, Inc.; Atchison, 

Topeka and Santa Fe Railway Company; Bethlehem Steel Company; Crouse- 

© over Hinds Company; Fidelity and Deposit Company; General Electric Company; 

to be McGraw-Hill Book Company; New York, New Haven and Hartford Railroad; 

paper and the United States Government. Other types of organizations using this 
n auto size are law firms and consulting engineers. 

on, as One company reported that it changed to the 8 x 1014 size many years ago 

mined, because it wanted to file some accounting records of this size in its corre- 

udgets, spondence files, but that a shift to this smaller size was not justified on the 

0 page basis of economy alone. 

On the other hand, another company reported that it changed to the 
smaller size primarily for economic reasons and estimated that a 10 per cent 
saving had been achieved. This company purchases its letterhead paper in 
a sheet 21 x 40. From this sheet it cuts stock for a No. 9 envelope, a 634 
envelope, and the 8 x 101 letterhead. 

The Supervisor of Printing in another concern makes this comment: 

“After study of the matter, we decided that the smaller size (8 x 1014) 
was sufficient, and that as a matter of economy, not only in paper cost but 
extending into many other fields, such as postage, filing space, binders, 
pouches, bulk convenience, etc., the advantage of the smaller size was very 
considerable. 

“It later developed that a large number of printed forms had to be 
assembled with correspondence and other typewritten matter, particularly in 
connection with contracts and specifications. Therefore we undertook the 
standardization of all our printed forms in size 8 x 1044. 

“Our company experiences neither difficulty nor excess waste in maintain- 
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ing the 8 x 10% size. Of course, the conditions applying to us and other 
large users of paper are quite different from those applying to the smaller 
users, who are more restricted to available stock sizes in local paper-jobbing 
houses. For example, our letterhead paper (used also for envelopes) is 
made to order in sizes cutting to no waste on letterheads and to minimum 
waste on envelopes. Likewise, our copy paper is furnished from mills in 
large quantities in the 8 x 104 size.” 

The comment of another company is as follows: 

“We changed to the 8 x 101 size sheet principally to achieve a letterhead 
that would be distinctive in appearance. A secondary reason was economy. 
Our present size letterheads are cut out of a sheet size 21144 x 32%, sub. 
stance 75, whereas the standard-size letterheads required a sheet 22 x 34, 
substance 80. Both of these sheets are basically the same as to weight, but, 
at the same price per pound, the smaller sheet costs us a little less than the 
larger per ream. 

“We encountered no objection and no particular difficulties when we 
made the change. When we changed our letterheads, we also changed our 
inter-office memo forms. We simply allowed our supplies of the old size 
letterheads and forms to run out and replaced them with the new size. 

“Standard-size envelopes are used. 

“We have received many compliments on the appearance of our present 
size letterheads. The engraver who engraves our executives’ special letter- 
heads reports having received several orders for the same size sheets from 
lawyers and other business and professional men since ours have been in use.” 


Medical Service In Small Companies 


Question: Are physical examinations of new employees advisable in small 
companies ? 

Answer: Smaller companies provide for physical examination of employees 
either by employing a part-time doctor or by sending the employees to an 
outside physician with whom arrangements are made to do this work. Where 
a doctor is employed part time, he is also on call for emergencies. 

There appears to be a decided trend toward physical examinations for 
new employees as well as, in many cases, periodical examinations of all 
employees. In order to have the examination procedure properly set up, 
it is well to consider the advisability of adopting the standardized examination 
prepared by the American College of Surgeons as well as the A.C.S. standard 
setup for an industrial medical department. Both are described in a report, 
“Medical Service in Industry and Workmen’s Compensation Laws,” which 
can be obtained from the American College of Surgeons, 40 East Erie Street, 
Chicago, Il. 
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Profit Sharing for the Rank and File 


Question: What is the status of profit sharing for rank-and-file employees? 

Answer: Profit sharing for the rank and file is not generally considered to be 
a very satisfactory form of incentive unless it is used as an adjunct to thrift 
or retirement plans. 

The relation between the work of the average employee and the final deter- 
mination of profits for a company is so remote that profit sharing does not 
qualify as a direct incentive. There is also the problem when a plan of this 
kind is set up of whether or not the employee should share in losses. This 
has not been found practicable. When profit-sharing bonuses are paid to 
employees in cash, the tendency is for workers to regard them as part of their 
wages and to resent any reduction in bonuses. For this reason, payments 
by a company into a thrift fund or a retirement fund are generally thought 
to constitute the best form of profit sharing. 

A very complete description of the advantages and disadvantages of 
profit sharing and details of the plans of a great many companies are given 
in C. C. Balderston’s “Profit Sharing,” issued by Industrial Relations 
Counselors, Inc., 1270 Sixth Avenue, New York City ($2.00). 
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Milton Wright’s Library of Busi- 
ness Management. McGraw-Hill 
Book Company, Inc., New York, 

$15.00. 


1939, Six volumes. 


While an executive cannot be ex- 
pected to be 100 per cent proficient in 
more than one position—his bread-and- 
butter job—he is expected to have an 
understanding of the nature of the 
work in the other departments of the 
concern that employs him. Sales man- 
agers should have a sound knowledge 


of the work. of- the comptroller, and 
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the factory manager should have a 
practical understanding of the prob- 
lems of the sales executive. 

It is this kind of general awareness, 
as many business leaders have pointed 
out, that is needed in present-day Amer- 
ican industry, which, because of the 
increasing size of industrial units, tends 
to make departments airtight and exec- 
utives over-specialized. Managerial 
omniscience is not a practical goal, but 
reasonable appreciation and awareness 
are extremely important and, for the 
executive who aspires to the leadership 
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of his company, a prime, inescapable 
requisite, 

The Milton Wright Management Li- 
brary is designed to help the executive 
achieve this awareness—to give him an 
intelligent appreciation of what goes 
on in other departments of the business 
than his own. It cannot be claimed 
that the Library will make sales execu- 
tives experts on production problems 
and office managers full-fledged comp- 
trollers, but all of these will learn what 
the other is doing and will appreciate 
more realistically each other’s comple- 
mentary role in managing an enter- 
prise. 

The set of six volumes covers the 
following subjects: business finance, 
marketing, credits and collections, or- 
ganization, business correspondence, 
and personal development. 


Wright has actually created a new 
fashion in business books—a sensible, 
healthy fashion. Everyone agrees that 
business books ought to be written in 
more exciting, less stodgy terms than 
those which most writers employ, 
though, like the weather, nobody does 
anything about it. But Milton Wright 
has. He has actually injected sentience 
and liveliness into subjects which hith- 
erto, undeservedly, have been served 
up in the form of hard-to-read treatises, 
garnished with footnotes and fine print. 
Business books need not be so devastat- 
ingly dull—Milton Wright has proved 
it. As anyone who is sold on a business 
career knows, business is exciting, ab- 
sorbing, and sometimes dramatic and 
filled with adventure. It doesn’t de- 
serve austere treatment in print. If 
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Wright’s style sets a fashion, it will 
double the spread of business and 
management information. 


Price Control Under Fair Trade 
Legislation. By Ewald T. Grether, 
Oxford University Press, New York, 
1939. 517 pages. $5.00. 


In the United States during and fol- 
lowing the depression period, there 
appeared a crop of laws governing 
price competition in the marketing of 
commodities. The best-known of these 
statutes are the fair trade laws, now 
effective in 44 states and Hawaii, which 
make resale price control lawful in the 
sale of trade-marked goods. Along 
with these acts, and less well-known, 
are laws relating to personal and local- 
ity price discrimination, sales below 
cost or other market level, and specific 
price practices such as the use of loss 
leaders. 

In this book the experience with 
price control legislation in the distribu- 
tive trades is concisely reviewed and 
summarized—the historical back- 
ground, the legal setting, the experi- 
ence in California on which the fair 
trade and many of the market-floor 
laws are now based, the actual record 
since 1931 of these laws as they have 
affected the drug trade, the food trade, 
and other leading industries, etc. 

Nearly half of the book is devoted 
to general evaluation—to an examine 
tion of leaders and loss leaders, the 
play of interests in retailing, the inter- 
ests of manufacturers and wholesale 
distributors, the effects of the laws 


upon consumers, enforcement proce 
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dures and problems, the potential scope 
of price controls, etc. Throughout the 
discussion there are illuminating con- 
trasts with the more mature experience 


I in other industrial countries, especially 


in Great Britain. 

While the volume outlines the legal 
history of fair trade legislation and 
covers considerable legal interpreta- 
tion, it is essentially an economic eval- 
uation. The appendix contains a con- 
cise comparative summary of the gen- 
eral price control statutes of all the 
states. The book will be invaluable to 
students of marketing, economists, 
trade associations, chain and depart- 
ment store managements, manufactur- 
ers, wholesalers and jobbers, and con- 
sumer groups. 


Truth in Accounting. By Kenneth 
MacNeal. University of Pennsylvania 
Press, Philadelphia, 1939. 334 
pages. $3.50. 


How, for the protection of stock- 
holders, management, and the public, 
an financial statements be made to 
reflect truthfully and accurately the 


his is the question which this book 
discusses—a question which has been 
psked more insistently in the past year 
han at any time in the history of 
accounting. 

Mr. MacNeal, who has been a Certi- 
ied Public: Accountant for 20 years, 


The book is highly critical of meth- 


peptember, 1939 


ods of accounting, not of the men in 
the profession. The root of the prob- 
lem, says the author, lies in “the soph- 
istry, illogic and untruth of accounting 
principles which produce figures de- 
ceiving accountants, business men and 
the public alike.” 

Mr. MacNeal predicts that the na- 
tional commission to regulate security 
issues will scarcely be more successful 
in safeguarding investors than have the 
state blue-sky commissions. “It seems 
evident,” he says, “that this must be so 
as long as the figures relating to the 
securities offered are false and mislead- 
ing. What is needed is a revision of 
those figures, not a multiplication of 
administrative machinery. If the prin- 
ciples of accounting could be corrected 
so that accountants could prepare truth- 
ful balance sheets and profit and loss 
statements, then the figures presented 
would speak for themselves and no 
amount of verbal or written comment 
could effectively serve to deny them.” 

He then goes on to discuss ways and 
means of correcting these deficiencies 
of accounting, taking up such matters 
as market prices, imputed market 
prices, financial statements, balance- 
sheet assets, valuation accounts, bal- 
ance-sheet liabilities, and the profit and 
loss statement. 

Mr. MacNeal believes that account- 
ing now enjoys less public prestige 
than it did a year ago, largely because 
of the growing realization on the part 
of the average man that accounting 
does not speak his language and that it 
is quite apt to deceive him. 

“The tendency of the accounting 
profession to ignore the need for 
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changing its methods does nothing to 
redeem its prestige. On the other hand, 
its tendency to seek an academic jus- 
tification of present methods can only 
end in its eventual admission that all 


accounting figures, whether for 

or income, are of little value, W 
this admission has been made, and has 
been comprehended by the public, 
counting prestige will be at a low 





Briefer Book Notes 





ADVERTISING—THEORY AND PRACTICE. By C. H. Sandage. 
tions, Inc., Chicago, 1939. Revised edition. 747 pages. 
book, published in 1936, was designed to place emphasis on the broad field of adve 
rather than on the construction of advertisements. 


Business Pub 
$4.00. The original edition of i ree 


+ 


The present edition has been 


to supply extensive material on the techniques of preparing and reproducing adverti 

New chapters deal with the use of illustrations, color and art in the advertisement; techn ue 0s 
of writing copy, headlines and slogans; different types of identification marks and t 
significance to the advertiser and the consumer; and the techniques of layout construct 


RETAIL SELLING SIMPLIFIED. By Edith Fletcher Hayter. 


Harper & Brothel 


York, 1939. 129 pages. $1.25. This manual of essentials in retail selling is the result 
the author’s experience as training supervisor for R. H. Macy & Company. She has he 
edited her training notes into a popular, elementary guide for use by salespeople in 

retail field, who want to get ahead in selling. Attitudes, approach, appearance and person 


ality factors are 


stressed. And specific advice on how to handle many of the difficult s 


tions which salespeople in busy stores face every day is offered. 


CORPORATE SURETYSHIP. By G. W. Crist, Jr. 


McGraw-Hill Book Company, 


New York, 1939. 439 pages. $4.50. From this book the reader will derive an understa 
of the whole purpose of corporate suretyship, the markets it is intended to serve and ho 
it serves them, the major classes of bonds which it issues, the conditions which i 


the necessity for them, 


and the service they render to contemporary institutions. It is | 


simple explanation of the basic relationship between the principal and the oblig 
promisor and the beneficiary of the promise—and of how the surety secures that relatic 


PAPERS PRESENTED AT THE SECOND ANNUAL STANFORD INDUS au 
RELATIONS CONFERENCE. Division of Industrial Relations, Graduate School of Bus 


ness, Stanford University, Calif., 1939. 205 pages. 


$1.65. A noteworthy group of p ape! 


on personnel and industrial relations topics by leaders in the industrial relations 
Includes discussions of hiring techniques, group collective bargaining, employee bem 
programs, wage and salary administration, training programs, medical care, arbitrations 


closed shop, and labor legislation. 


INDUSTRIAL HYGIENE. By Laurence B. Chenoweth and Willard Machle. Fit 
Crofts & Co., New York, 1938. 235 pages. $2.00. A book by two physicians i ntendet 
primarily as a textbook for engineering students and others who are studying ind 


hygiene. 


Engineers and plant executives will find the book helpful in handling 4 


medical problems. The book is authoritative, and no knowledge of medicine and ph mre 


is necessary to comprehend it. 


TESTED DISPLAY IDEAS. Compiled by the Editors of Printers’ Ink. M 
Book Company, Inc., New York, 1938. 198 pages. $2.00. Gives display fundamentals & 


pointers, ideas, and suggestions for company marketing programs. 


The volume pf 


102 actual displays. Each display is covered with illustrations and text. Also included @ 
functional and commodity indexes and 50 checking points for point-of-sale promotions 
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